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Milwaukee families 


bank at the FIRST WISCONSIN 


and three-fourths of the banks in Wisconsin are First Wisconsin 


correspondents. These facts attest the outstanding position of this 


bank in this state . . . . . Capital and Surplus 16 million dollars. 


FIRST WISCONSIN NATIONAL BANK 


OF MILWAUKEE e Unit of Wisconsin Bankshares Group 
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The Travelers Cheque business 
of late years has become an all- 
year business. The Fall and Win- 
ter market has grown largely be- 
cause business men have learned 
that travel fund insurance is as 
important as other forms of insur- 
ance. Actual cash is never safe 
whether carried by vacationists or 
by a man traveling in the interest 
of his firm. At this time, too, 
everyone is watching for leaks and 
losses. American Express Travel- 
ers Cheques eliminate one item of 
business loss. During the Fall and 
Winter months thousands of sales- 
men will start out on their trips 
with expense money—other thou- 
sands of buyers will go to the 
larger cities to make their pur- 
chases. Officers and owners will 


travel in connection with their 
executive duties. Other thou- 
sands will attend conventions and 
association gatherings. All are po- 
tential buyers of Travelers 
Cheques. Bank officers today are 
very close to business men and to 
their activities. They, too, are in- 
terested in preventing unneces- 
sary losses to their customers. 
Their influence is widespread. A 
word here and a word there or a 
letter suggesting this precaution- 
ary measure against loss from a 
bank officer to his business con- 
tacts will bring many profitable 
sales of this class into the bank. 


Steamship tickets, hotel reservations, itin- 
eraries, cruises and tours planned and 
booked to any part of the world by the 
American Express Travel Service. 
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Model illustrated, $300; 
13 column size, $400. 
Also available in hand 
operated styles at $200 
and $300 respectively. 


BURROUGHS 
ELECTRIC CALCULATOR 


Figures savin gs interest 
quickly, easily, accurately 


At interest time the speed and accuracy of 
Burroughs Electric Calculator greatly reduce 
mental fatigue and complete the interest figur- 
ing with minimum interruption of regular work. 


During the rest of the year the machine can be 
profitably used on a wide variety of work, in- 
cluding figuring interest on notes in the Loan 
and Discount Department. . 
gage interest . . . figuring interest due to 
correspondent banks... handling calculations 
in the Bond Department . . . figuring aggregate 
balances and float on individual accounts. 


. checking mort- 


When the bank has a metered service charge, 
Burroughs Electric Calculator is an exception- 
ally fast means of handling all calculating to 
determine service charges. 


For a demonstration of this machine, call the 
nearest Burroughs office, or write Burroughs 
Adding Machine Company, Detroit, Michigan. 


Burroughs 


NOTE THESE FEATURES 


1 
Light, uniform key touch. 


2 
A ‘9 key is depressed just 
as easily as a ‘1’ key. 


3 
Each key always registers its 
full value on the dials. 


4 
Easily operated because the 
motor does the work. 


% 
Clearing bar,on the keyboard, 
instantly clears the dials. 


6 
Dials are large, figures legible, 
for rapid reading of results. 


7 
Easily carried to any desk. 
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He’ S telling YOU ... As a Brother Banker 


‘cnn 


— 
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UST 27 words... but how significant! 

He attends to the note case . . . keeps 
on top of situations he knows from A to 
Izzard. Moody’s attends to his bond ac- 
count . . . watching the Foreigns, Rails, 
Utilities, Municipals and Industrials, 
checking them, analyzing them, bringing 
to the job the compounded knowledge of 
a large staff of specialists. Result: “.. . our 
Bond Account is now receiving just as 
much attention as our note case. This we 
could not say before we availed ourselves 
with the Moody Service’’.* 


How would you like to be in his place 
with Moody’s at your elbow? Can’t af- 
ford it, you say? Take time to figure it 


we 
= 


out. With bond prices in countless in 
stances no longer reflecting true invest’ 
ment values, the question is can you afford 
not to have Moody’s help . . 
when it costs so little that hundreds of 
banks are using it. 


. especially 


Let us tell you how little Moody’s Ser- 
vice costs. Without obligation, and in 
confidence, we will quote a price for the 
service that will best serve your particular 
bond account, if you will send us your 
list of securities. 


Just address Moody’s Investors Service, 
65 Broadway, New York City. 


MOODY'S INVESTORS SERVICE ° 


65 BROADWAY 


BRANCH OFFICES 


JOHN MOODY, President 


NEW YORK CITY 
IN ALL PRINCIPAL CITIES ® 


*The original letter is on file in our ex- 
ecutive offices. Because relations with clients 
are held in strict confidence we cannot re- 
veal the name of the bank. 


gut ‘park, We \S 


Behind the Bond News 


the financial situation have in re- 

cent weeks dampened somewhat 
the reviving confidence which the bond 
market had been exhibiting. Prices have 
had none of their late summer buoyancy, 
new issues have been brought out in 
lesser volume and trading in listed and 
over-the-counter issues has decreased 
nearly one-third. In October, the most 
recent month for which complete fig- 
ures are available, the volume of deal- 
ings in all classifications of bonds on 
the New York Stock Exchange declined 
to the lowest level for any October since 
1917. The October transactions, indeed, 
were slightly less than 50 per cent of 
the total for the. same month ten years 
ago. 

Uncertainties weighing down the bond 
market in the month under review have 
for the most part been peculiar to an 
election year rather than a depression. 
It is significant that the steep rise in 
bond prices which began in mid-sum- 
mer reached its peak around the first 
of September, when national, state and 
municipal election campaigns were get- 
ting under way in earnest. The pre- 
monitions of widespread changes in 
political authority, in the month preced- 
ing the elections, were a deterrent to a 
continuation of the price rise, and since 
the elections the caution which had been 
implanted in the minds of business men 
and investors was but little removed. 


Tie several uncertain elements in 


STATE AND CITY ISSUES 


WITH the elections over, one set of 

problems, from the standpoint of the 

bond market, was substituted for an- 

other. November 8 removed only the 

uncertainty about names; the uncer- 

tainty about politics has remained. Bond markets do not 
thrive on uncertainties. 

The election had the tangible result, however, of winning 
authorization for $100,000,000 of state and municipal 
bonds. Several of the issues approved by the voters were of 
the first importance, and over the course of the next few 
weeks the market will be called on to absorb some of them. 

Well to the fore of the issues approved by the electorate 
was $30,000,000 of New York State bonds for the extension 
of unemployment relief for another year. These bonds, to- 
gether with $20,000,000 to $25,000,000 in other state bonds, 
probably will be offered shortly by the state comptroller. 
New York State has a credit status but little below that of 
the Federal Government, and its bonds have been dealt in 
recently around a 3.30 basis. This is about 14 of 1 per cent 
better than state and municipal issues generally. The state 


of New Jersey was empowered by the 
voters to transfer $20,000,000 in bonds 
to emergency relief purposes from the 
already authorized highway bond issue. 
New Jersey probably will market half 
of the $20,000,000 issue next month, 
and Illinois is to sell soon the $20,000,- 
000 issue of bonds authorized by voters. 

The difficult times through which the 
country is passing, with a good many 
people urgently in need of assistance 
against the rigors of winter, make relief 
issues on the part of states and munici- 
palities unavoidable. It is time, however, 
for the responsible state and city au- 
thorities to give more attention to the 
financial aspects of the problem with 
which they have to deal. In the first 
place, it is advisable that the authori- 
ties do not undertake the sale of bonds 
that are not the general obligation of 
their political subdivision. It is dis- 
tinctly ill advised to try to place relief 
bonds in a special category apart from 
the rest of the obligations and perhaps 
serviced by special sources of revenue. 


RELIEF BOND POLICY 


INVESTORS, it is but natural, look 

askance at issues that are frankly and 

specially for relief, as the fear often 

arises that the borrower may let its fi- 

nancial perspicacity relax if the funds 

are to be obtained for humane purposes. 

Overissue for relief purposes carries the 

threat of injury to credit, thus making 

all borrowing more expensive and de- 

creasing the ability to extend relief. 

When one of the country’s most highly 

regarded men attempted not long ago 

GALLOWAY to have New York City’s relief bonds 

set apart from the rest of its obligations 

and handled separately, the bankers 

firmly opposed the plan. Investment bankers have discov- 
ered from experience that buyers look with a dubious eye at 
a relief issue that is not a general obligation of the borrower. 
Bankers are beginning also to urge on state and munici- 
pal borrowers the wisdom of putting their relief financing 
on a sounder basis in still another respect. Funds borrowed 
for relief work represent an emergency transaction, and the 
bonds preferably, bankers believe, should be retired in 
fairly short order, say in about seven years. Unpleasant as 
the fact is, experience shows that depressions have a habit 
of recurring about every ten years. If relief issues are to 
accompany depressions, it is better that bonds issued in 
one period of slack business to relieve the wants of the 
needy be retired before another depression develops. Bank- 
ers have discovered among investors a greater resistance to 
relief bonds which have a (CONTINUED ON PAGE 69) 
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Protect property values 


and maintain building profits with 


OBSOLESCENCE 
INSURANCE 


BUILDING becomes obsolete be- 
A cause its furnishings and fixtures 
and operating units deteriorate; sel- 
dom because the building itself is 
out of date. If these relatively small 
things were renewed and revised reg- 
ularly according to a fixed plan, many 
of these buildings would retain their 
earning power for a much longer 
time. 

This being the case, it would surely 
pay every building owner to set aside 
from the earnings of his building 
each year a stipulated amount to be 
used as insurance against obsoles- 
cence! This should not be confused 
with amortization either of indebted- 
ness or equity investment. However, 
the operation of obsolescence insur- 
ance results in maintaining and even 
increasing market values so that the 
need for amortization is relatively less. 


A careful inspection and appraisal 
from basement to garret once each 
year would inform the owner as to 
the exact condition of his building. 
The obsolescence insurance money 
could then be spent according to a 
fixed schedule to keep furnishings and 
fixtures and operating units up to date 
and in perfect condition! By these 
simple and sensible measures, the 
whole building is kept modern and the 
investment is kept secure. 


The elevator is of prime impor- 
tance in insuring a building against 
obsolescence, for it is in constant 
use and in constant view. Two 
Otis services combined offer you 
complete protection against elevator 
obsolescence: First, Otis Elevator 


Elevators receiving little or no scientific care depreciate as indicated by the 


line AD. But elevators receiving Otis Maintenance are held to their initial worth 


as indicated by the line AC. And elevators receiving Otis Maintenance plus 


Otis Modernization are improved from year to year as indicated by the line AB. 


1932 1933 1934 


Maintenance, which provides for regu- 
lar elevator inspection, the replace- 
ment of worn parts before they have 
the chance to give trouble, the guaran- 
tee of satisfactory elevator service. 
Second, the Otis Modernization Plan, 
which provides for the revision of 
elevators according to today’s stand- 
ards at extremely low cost. 


1935 


1936 1937 1938 


INITIAL WORTH 


These two Otis services are avail- 
able to every building owner. Otis 
will be glad to give you, without obli- 
gation, a more complete outline of 
them and how they will insure your 
building against obsolescence. Just 
telephone the local Otis office. Otis 
Elevator Company. . . . Offices in all 
principal cities. 
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BANKING, GOVERNMENT, RECON- 
STRUCTION 

THE Investment Bankers Association 
opened its annual convention at White 
Sulphur Springs, West Virginia, on 
October 21. It was told by its president, 
Col. Allan M. Pope, that if American 
bankers had not re-exported capital dur- 
ing the post-war years through the 
flotation of foreign loans, the internal 
over-expansion in practically all lines 
would have gone even further. The 
committee on business trends reported 
that the stability of the American dollar 
was “the greatest factor in world econ- 
omy today.” 

Government expenditures from July 
1 to October 1, it was reported on 
November 2, were $1,196,772,093; re- 
ceipts were $566,883,000. The deficit 
was $629,880,093, against $674,575,960 
a year ago. The 12 home loan banks 
opened for business on October 14. With 
an initial capitalization of $134,000,000, 
the system will tap a reservoir of 
$1,500,000,000 in credit. Loans made by 
the Reconstruction Finance Corporation 
from its formation on February 2 to 
September 30 were more than $1,500,- 
000,000, it was reported on October 20. 
During the last three months, repay- 
ments totaled $108,000,000 out of 
$185,000,000 for the entire period. De- 
mands for R. F. C. funds in September 
fell to $137,346,002, a reduction of 
$50,000,000 as compared with August. 


BUSINESS 


THE Senate Banking Committee de- 
cided, according to an announcement 
made on October 12, to investigate the 
Insull receiverships. The receivership of 
the Interborough Rapid Transit Cor- 
poration in New York was voided on 
October 13 by Judge John M. Woolsey 
of the Federal district court. He held 


that Senior Judge Manton of the cir- | 


cuit court had usurped the powers of 


CORPORATE 


TRUST SHARES 


(MODIFIED) 
¥ 


COLLATERAL WHICH IS: 


1. Diversified 


Listed common stocks of a 
group of strong American 
corporations — industrials, 
utilities, rails and oils — 
comprise the portfolio of 
Corporate Trust Shares. 


the Federal district judges in placing the | 


road in receivership. The call loan re- 


newal rate was reduced in Wall Street | 


2. Marketable 


on October 13 to 1 per cent, leading a | 


general downward revision in money | 


rates to the lowest levels in history. 


American Telephone and Telegraph re- | 


ported a net income equal to $5.92 a 
share for the first nine months of the 
year, against $7.01 a year ago and 
against dividend requirements of $7.25. 
Increases of 3.6 per cent in employment 
and 2.6 per cent in payrolls were 
announced by the Labor Department 
on October 15 for the month of Sep- 
tember as compared with the previous 
month. An open petition signed by 180 
economists was presented to President 
Hoover on October 16, urging him to 


use his official power under the flexible | 


provisions of the Hawley-Smoot Act “‘to 
remove inequalities, especially those 
causing retaliation abroad.” 

The crude oil industry, according to 
a statement issued on October 18 by the 


Federal Oil Conservation Board, is the | 


first basic industry to emerge from the 
depression. The Manhattan Company, 
it was announced on October 19, has re- 
verted to its old status as a bank, dis- 
tributing to its shareholders ownership 
in the New York Title and Mortgage 


Company through the medium of a | 
holding company. The principal rail- | 


making steel companies announced re- 
ductions in prices on October 20 from 
$43 to $40 a ton. There had been no 
change in the quotation on standard 
rails previously since October, 1922. 


General Motors reported on October ' 


21 a net loss from operations for the 


A ready over-the-counter 
market is maintained by 
more than 1,000 banks and 
investment houses. Daily 
quotations appear in lead- 
ing newspapers. Delivery of 
the underlying stocks or of 
cash is made by the trustee 


at any time upon surrender 
of the shares. 


v 


This is a fixed investment trust 
sponsored by 


ADMINISTRATIVE AND RESEARCH 
CORPORATION 
120 Wall Street New York 


Member American Warehousemen’s Association 
Nation-wide Operators of the 
Lawrence System of Field Warehousing 
The Modern Means of Securing Loans with 


Inventory 


| JAWRENCE A. T. GIBSON, President 
AREHOUSE 
(OMPANY 


CHICAGO 
ONE LA SALLE BLDG. 


third quarter of $4,464,229, and a net | 


loss after preferred dividends of $6,808,- 
436. After common dividends the total 


LOS ANGELFS 
W. P. STORY BLDG. 


SAN FRANCISCO 
37 DRUMM ST. 


PORTLAND 
403 HOYT ST. 
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An Purpose 


SAFETY BOND 


Of course, the first reason for a check paper is its use as a bank check. To qualify, it 
must have safety features to guard against criminal alteration. It must also be a 
tough, flexible paper with an easy writing surface, and it should afford clear legibil- 
ity. The texture or color of the paper must not reduce the clarity of the check im- 
print nor its written execution. 

Gilbert Safety Bond succeeds in maintaining these characteristics to the very full- 
est extent of their usefulness. Its strength and writing surface are natural superior 
qualities because Gilbert Safety Bond is a rag content bond, containing the essential 
properties demanded of this kind of paper. 

One safety feature is achieved through a chemical treatment of pulp during the 
manufacture of the paper but does not reduce its value from the standpoint of leg- 
ibility. The other is accomplished by its plain one tone color which can be imprinted 
with an all-over pattern common to the earlier ideas of bank check paper. It affords 
extreme contrast to lithographic or printed imprints. 

This maintenance of all the characteristics a good safety paper should have is the 


reason Gilbert Safety Bond is the “All Purpose Check Paper.” 


GILBERT SAFETY 


December 1932 


deficit was $17,683,436. Sterling culmi- 
nated a two weeks’ decline in the for- 
eign exchange market on October 26 by 
touching $3.2714, a fall of 17 cents. 
United States Steel Corporation direc- 
tors voted on October 25 to continue the 
regular preferred dividend, maintaining 
an unbroken record of 31 years. The 
quarter’s deficit, however, was the larg- 
est in history, $27,176,628 after divi- 
dends. 

The Federal Reserve index of in- 
dustrial production advanced 10 per 
cent above seasonal amount, rising from 
60 to 66, according to an announce- 
ment on October 25. Consolidated Gas 
Company of New York reported on 
November 1 earnings of $4.36 a share 
for the 12 months ended September 30, 

| against $5.09 for the previous corres- 
| ponding period. General Motors, on 

| November 2, declared its regular di- 

| vidend of 25 cents. Gross revenues of 
| the class 1 railroads, according to the 
| Bureau of Railway Economics, earned 
| 10.4 per cent less in September than a 
| year ago, net. 

The monthly figures of the New York 
| Stock Exchange show that the aggre- 
gate value of all shares listed there fell 
$3,294,166,840 in October, to $23,440,- 
661,828. Steel ingot output, according 

| to the report of the American Iron and 
Steel Institute published on November 
| 7, was up in October for the fourth 
| month, although for the ten months of 
1932 it was only half the 22,299,860 
| tons of the same period last year. Meet- 
| ing in New York on November 10, the 
| Association of Railway Executives vot- 
| ed to seek relief from the Interstate 
Commerce Commission from the neces- 
sity of lending all funds made out of 
the recent 10 per cent rate rise through 
the Railroad Credit Corporation to 
indigent lines. 


DOMESTIC 


LEADING bankers in New York City 
notified Comptroller Charles W. Berry, 
on October 15, that they would not lend 
the city more money unless the Board 
of Estimate made good its promise of 
last January to frame a substantially 
reduced budget. A cut of $75,000,000 


| was effected, two-thirds of it by a re- 


arrangement of the financial set-up of 
the subway system. The banks advanced 
$18,500,000 on October 30, but warned 
that no more would be forthcoming 
unless economies were shown. A $557,- 
000,000 budget was adopted on October 
31, with Mayor Joseph V. McKee and 
the bankers—to whom the city must 
come for $200,000,000 on December 15 


—describing it as wholly unsatisfactory. 
Senator Borah, speaking at Shelley, 
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Idaho, on October 19, urged the issu- 
ance of $5,000,000,000 more money. 

Brigadier General Pelham D. Glass- 
ford, who gained prominence as super- 
intendent of the Washington police dur- 
ing the bonus riots, resigned on October 
20 in protest against the refusal of the 
District Board of Supervisors to uphold 
his plans for reorganizing the depart- 
ment. Samuel Insull, former Chicago 
utilities magnate, was detained by the 
Greek security police on November 4 
at the request of the U. S. Department 
of State. 


ELECTIONS 


SURPASSING in importance any other 
single world event during the past 
month was the triumph of Governor 
Franklin Delano Roosevelt, Democratic 
candidate, in the Presidential election on 
November 8. Although he rolled up 
14,700,000 votes, President Hoover 
captured only six states and won but 


59 ballots in the Electoral College, | 


against 472 for his Democratic oppo- 
nent, whose popular vote was 20,750,- 
000. 


The Congressional overturn was | 
equally emphatic. When the new Presi- | 
dent enters the White House on March | 


4 he will boast the greatest party 


strength any executive has enjoyed since | 
the early days of the Republic. The | 


Democratic majority in the House will 
be more than 200, while the new Senate 


will be comprised of 59 Democrats, 36 | 
Republicans and one Farmer-Laborite. | 


LEAGUE OF NATIONS, DISARMA- 
MENT 

THE United States, on October 21, 

accepted a proposal of the general dis- 

armament conference for an extension 


of the truce on new construction for four | 
months, or until March 1, 1933. On | 
October 26, the eve of Navy Day, Presi- | 
dent Hoover declared that the failure | 


of the disarmament conference would 


compel the United States to build its | 


navy “up to the full strength provided 

in the London agreement”, and “equal 

to the most powerful in the world.” 
France, it was reported on October 


28, will propose at the next meeting | 
of the conference the abolition of the | 
German Reichswehr and the substitu- | 
tion of national defensive militias by all | 
European countries for regular armies; | 


also, for consultative pacts, compulsory 


arbitration, and compulsory control of | 


armaments. According to the British 
viewpoint, as reported on October 27, 
President Hoover’s proposal for a one- 
third reduction in armaments will prob- 
ably be the foundation for whatever is 
done at Geneva. 


Tue facilities which this 
Bank offers its correspon- 


dents and other deposi- 
tors have been developed 
through serving the ex- 
acting and diversified 
needs of a large and dis- 
criminating clientele. 


Nearly all the nationally 
known industries carry 
their Philadelphia ac- 


counts with us. 


Our list of correspondent 
banks includes the lead- 
ing financial institutions 
of the country, both large 
and small. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus $42,000,000 
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National 
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CONTINENTAL ILLINOIS NATIONAL 
BANK AND TRUST COMPANY 
of CHICAGO 


Association 


DECEMBER 1932 


A Sound Basis for 


Banking Competition 


E October number of the JOURNAL contained a 
thought-provoking article on “Banking Coopera- 
tion”. The necessity for sincere, cordial teamwork 

by bankers was pointed out—in such widely differing 
fields as restoring public confidence in banks, defeating 
destructive legislative proposals, resisting encroachment 
of Government in the banking field, reducing interest 
rates on deposits, eliminating unprofitable accounts, 
actuarial analysis of loan loss ratios, development of 
sound investment policies, combating criminality di- 
rected against banks, opposing inequitable confiscatory 
tax measures, improvement and standardization of 
operating methods, and other fields. 

Fine. Banking is, in many respects, a cooperative 
business—but it can never become completely so. In a 
way, this is fortunate, because cooperation can be car- 
ried to extremes and become a vice. As a matter of 
fact, most vices are virtues carried to excess, as a great 
midwestern banker once sagely remarked. Thrift prac- 
ticed to excess becomes miserliness. Courage carried to 
extremes becomes recklessness; and conservatism, stag- 
nation. 

And so, an unbalanced diet of cooperation may well 
breed regimented thinking, intellectual laziness, in- 
ability to cope with the unusual or unexpected, and 


“Let us hope that the spirit of competition still lives, 
and that it will continue to stimulate success and ac- 
complishments—to the end that the cataclysmic 
events of the past few years may yield even safer, 
and stronger, and sounder banks, and a race of com- 
petent bankers to run them.” Mr. Walsh, who is exe- 
cutive vice-president of the Guardian Detroit Union 
Group, Inc., believes that a balanced diet of co- 
operative and competitive action is required 


By JAMES L. WALSH 


eventual dry-rot. The energizing spark of competition 
begets the urge to push back the frontiers of the im- 
possible and the courage and resourcefulness to accom- 
plish it. Competition is life itself. 

Perhaps the most “‘kolossal” example of cooperation 
was the big push organized by the German high com- 
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Cooperation finds itself in fullest 
flower in protecting the depositor 
at sacrifice of self. But, coopera- 
tion which seeks to preserve mo- 


nopoly of credit, or condones con- 


ditions inimical to the depositor’s 
interest, is inexcusable and self- 

defeating.—The Author 


mand in the winter and early spring of 
1918. The major strategy was well con- 
ceived—an overwhelming concentration 
of shock troops opposite the junction of 
the British front and the French front, 
a “break-through” between the British 
and the French, thus effecting a com- 
plete separation of these two armies— 
preparatory to driving the British back 
to the Channel ports, and eventually 
crowding them into the sea. Plans were 
laid well in advance; troop movements 
were figured out to the split second; 
ammunition and supplies were accumu- 
lated in unheard-of quantities with un- 
usual precautions taken to prevent dis- 
covery; every possible contingency (ex- 
cept one) was thought out in advance 
and provided for. 

Detailed instructions to division com- 
manders were comprised in a closely 
printed book an inch and a half thick. 
What to do, when to do it, and who 
was assigned to do it—all worked out 
beautifully. The various units were 
especially rehearsed in the rdéles they 
were intended to play. Equipment and 
supplies were provided down to the last 
spare suspender button. 

The British Intelligence Service 
pierced the fog of war, learned the 
major dispositions, the principal points 
of attack, even the approximate time of 
the expected onslaught—but too late to 
adopt effective measures in opposition. 

Well, everything went off according 
to Hoyle. Successive waves of a dust- 
gray tide overwhelmed the first-line 
trenches and the second-line trenches, 
rolling back outposts upon main bodies, 
main bodies upon supports, supports 
upon reserves—in a gradually widening 
breach 50 miles long and 30 miles deep. 
The German “order of battle’ had 
proved itself a marvel of coordination 
and cooperation, on a scale hitherto un- 
known, but it was a flop. 

With open fields and well paved roads 
in front of them, and only scattered 
remnants of Gough’s British Fifth Army 
to oppose them, the German division 


commanders looked in their fat little 
books for guidance—something to tell 
them what to do—and they looked in 
vain. Success had been achieved, ground 
had been won beyond the wildest 
dreams of the Imperial High Command 
—and that was the one contingency they 
had not provided for. Worse, in pro- 
viding such elaborate mental crutches 
for their division commanders they had 
stifled initiative and atrophied resource- 
fulness. 

At this stage, General Sandeman- 
Carey gathered around himself a motley 
array of cooks armed with meat 
cleavers, American engineer labor troops 
armed with long-handled shovels, with 
a sprinkling of regulars from hospital- 
ization and training centres, and suc- 
cessfully stemmed the tide. 

Nearer home, it is worthy of note that 
the excessive emphasis upon teamwork 
which characterized all World War ac- 
tivities lead the authorities of the United 
States Military Academy at West Point 
to inaugurate a comprehensive program 


Isn’t our real problem, as_ bank- 

ers, so to strengthen the banking 

structure that demagogues will 

have no warrant to socialize fur- 

ther the business upon which we 

depend for our livelihood ?—The 
Author 


of intra-mural athletics, in an avowed 
attempt to restore the competitive spirit 
to its proper place. Each cadet was re- 
quired to go out for one major sport, 
such as football or baseball, as well as a 
strictly individualistic type of athletics 
such as fencing, boxing or wrestling. 

Business today recognizes that “no 
competition is the worst competition of 
all”. The impact of science keeps the 
business world in flux, waiting on tip- 
toe for first flashes from the limitless 
realms of intellect, gallant sorties into 
the unknown, where mortal mind has 
never gone before. Research creates new 
industries— and destroys entrenched 
monopolies—its future possibilities sur- 
passing all human computation. In the 
quickened tempo of today, complacency 
has no proper place. Business rewards 
the forward look. 

Today 22,000,000 motors provide in- 
dividual transportation for an entire 
nation. Radio in a split-second carries 
whispered words around the world; and 
television looms just around the corner. 
Droning airplanes dot the skyways and 


our 48 sovereign states shrink to one- 
fourth railroad size. Communication 
and transportation are constantly ac- 
celerating the pulse of business. 

Mendicant governmental units con- 
fiscate private property as the price of 
their continued existence. Shall we allow 
the structure of government to “set” in 
its present capital-consuming ramifica- 
tions? Are we not slipping resistlessly 
into the slough of state socialism, and 
gradually substituting “a people sup- 
ported by the government” for the 
“government supported by the people” 
which our forefathers bequeathed to us 
as a priceless legacy? 

Ten years ago, 30,000 banks, and 
now, less than 20,000. Within a decade, 
10,000 banks have closed. This reduc- 
tion in the number of banks has been 
one result of our moving out of the 
horse and buggy age. The automobile 
gave us a radius ten times as great, and 
a territory 100 times as large. Will 
aviation, still further annihilating time 
distance, bring corresponding 
changes during the next decade? Are 
we to decry the spirit of competition 
which seeks to strengthen the banking 
structure against the inexorable dec- 
mands of economic progress? 

Have these 10,000 bank failures given 
socialism in banking its long awaited 
chance to urge direct governmental 
loans to farmers and to householders, 
Federal Reserve bank loans to individ- 
uals and corporations, in competition 
with our commercial banks, with a so- 
cialistic guaranty of bank deposits loom- 
ing up on the horizon? 

Uncle Sam himself is today the 
world’s biggest banker, using taxpayers’ 
money provided in part by the banks 
themselves to make loans at low rates 
of interest, perhaps tacitly encouraging 
resistence to payment of either principal 
or fair return on funds invested. A tem- 
porary expedient, perhaps, but bureau- 
cracy seldom changes its spots. History 
yields few (CONTINUED ON PAGE 59) 


There are 250,000 units of gov- 
ernment in the United States, one 
unit for every 50 men, women and 
children. Each unit has power to 
issue bonds and levy taxes. Eleven 
layers of government, on_ the 
average—with the power to tax, 
and, therefore, to destroy.—The 
Author 
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The War Debts 


T REQUIRED no seer to predict 
| that with the passing of the national 

election in the United States the in- 
tergovernmental debt issue would be 
revived in perhaps its final form. Nor 
has it required any great astuteness to 
realize that in whatever form the issue 
would be precipitated it would be with 
substantial agreement between the 
debtor nations as to the substance of 
their representations. 

Previous to the Lausanne Conference 
in June the Government in Washington 
gave notice that it would view with high 
disfavor any combination among debtor 
nations looking to united action as 
against the United States. To an agree- 
ment among the debtor nations them- 
selves with respect to their obligations, 
however, there could be no proper ob- 
jection. Hence the nations in conclave 
at Lausanne came to an agreement. 

On the face of the record they agreed 
to cut Germany’s reparation payments 
from mythical billions to the equivalent 
of $714,000,000 to be paid if and when 
Germany could pay it. Behind the rec- 
ord they made this agreement depen- 
dent upon debt revision or cancellation 
by the United States. They further 
agreed, with or without the connivance 
of Washington, that the issue would not 
be presented until after the national 
election in the United States. Within 
one week after the election, with the 
tact and diplomacy of a sledge hammer, 
they presented the issue. 

It is all inevitable, of course. Ger- 
many’s inability to pay further repara- 
tions, certified to by international com- 
missions and economists of the highest 
authority, rendered the agreement at 
Lausanne inevitable; the agreement at 
Lausanne rendered American action of 
some sort inevitable. Indeed the whole 
question for the past two years or more 
has centered in what the United States 
was going to do about it. In approving 
the Hoover moratorium of last year 
Congress specifically prohibited the 
President from making further conces- 
sions of the same sort without previous 
authority from Congress. 

Both parties in Congress are on rec- 
ord on opposition to debt cancellation 
or revision. President Hoover has re- 


A Problem Which Cannot Be 


By 
GEORGE E. ANDERSON 


peatedly opposed cancellation. The 
Democratic party platform in the re- 
cent campaign declared against it. 
Nevertheless there has not been the least 
doubt in the minds of any one conver- 
sant with the situation that,—call it 
revision, cancellation or what you will, 
—adjustment in some form is inevi- 
table. 

Since the Lausanne conference was 
postponed until after the French elec- 
tions and the main issue was postponed 
until after the American elections there 
is a general feeling that politicians have 
been dodging the question. The brutal 
truth is that they have. Nevertheless it 
is just as well, perhaps, that such has 
been the case. French concessions at 
Lausanne would have been impossible 
in the face of a national campaign. The 
elimination of the debt issue from the 
American campaign was wise for a 
similar reason. In essential respects the 
matter at issue is in no degree partisan. 
At all events it would have been im- 

In The Spring, 1923 
The Honorable Stanley Baldwin, then 
Chancellor of the Exchequer, and Gov- 
ernor Norman of the Bank of England 
came to the United States to negotiate 
a debt settlement. Mr. Baldwin at that 
time was accompanied by his wife and 
daughter 


Avoided Much Longer 


possible to settle a complicated question 
of this sort as a result of a heated cam- 
paign. The passing of the campaign 
gives the country an opportunity to con- 
sider the question on its merits. 

First of all the nation is face to face 
with the necessities of the case. Ger- 
many secured a revision of reparations 
by an open confession of its inability 
to pay,—bankruptcy by another name. 
Great Britain, France and other debtor 
nations present their request for a re- 
examination of the matter without an 
open confession of the same sort; yet the 
implications are inescapable. Logically 
they indicate that if revision cannot be 
had by agreement it may be had by de- 
fault. The primary, the real reason, for 
asking a reconsideration of the debt 
agreement lies in the necessity of writing 
off the reparation account with Ger- 
many. The United States has consis- 
tently refused to accept the premise that 
the debts due it from Great Britain, 
France and other allied powers are de- 
pendent upon German reparations pay- 
ments but the plain fact of the matter 
is that in the present state of European 
finance the two are actually interde- 
pendent. 

There are also new reasons for re- 
vision. As a result of low commodity 
prices the amount of exports necessary 
to make the usual payments to the 
United States—and these debts are 
paid in goods and not in gold—has 
been immensely increased. As a result 
of the depre- (CONTINUED ON PAGE 54) 
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PAST EXPERIENCES 


HE guaranty of bank deposits is no new proposition. 

Hon. J. W. Pole, until recently Comptroller of the 
Currency, testifying before a committee of the House of 
Representatives, gave a summary of the experience of eight 
states in which a bank deposit guaranty had been attempted 
and in all of which it failed. 

OKLAHOMA—enacted in 1907; inoperative in 1921 due to 
the fund’s being practically insolvent; repealed in 1923, 
deficit being between $7,000,000 and $8,000,000. 

KansasS—enacted in 1909; repealed in 1929; deficit, 
$7,000,000. 

Texas—enacted in 1909; repealed in 1927; deficit, $16,- 
000,000. 

NEBRASKA—enacted in 1909; repealed in 1930; deficit, 
$20,000,000. 

MIssIssippI—enacted in 1914; suspended in 1930, due to 


instated by referendum in 1926; amended in 1927; deficit, 
$32,000,000. 

NortH Dakota—enacted in 1917; repealed in 1929; 
deficit, $14,000,000. 

WASHINGTON—enacted in 1917; voluntarily canceled 
when Scandinavian Bank in Seattle failed with deposits of 
$9,000,000; repealed in 1929. 

Testifying further on the subject, Mr. Pole said: 

“In my opinion the enactment of this bill would destroy 
the Federal Reserve System by driving the strong banks 
from it. It would lead to the closing of thousands of small 
state banks which cannot qualify as members of the Federal 
Reserve System. It would put a premium upon incompetency 
and irresponsibility by rendering it no longer necessary for 
the country banker to be concerned for the safety of his 
depositors.” 


deficit of $3,000,000 to $4,000,000. 


I believe that Mr. Pole’s statement is correct. 


SoutH DakoTa—enacted in 1915, repealed in 1925; re- 


—The Author. 


Government Guaranty 


MAGINE, if you will, a fairly pros- 
i] perous country town. The town has 
been served by a well managed bank. 
The citizens of the town have used the 
bank as a depositary, and the bank has 
loaned its money to those citizens who 
have acquired a reputation for honesty 
and stability. The farmer, the merchant 
and the manufacturer may all have 
been served by this bank—borrowing 
when their needs required it, liquidating 
as they collected the money due them. 
Reserves were carried in strong banks 
in neighborhood cities. The bonds that 
they purchased were those of the United 
States Government or of the state in 
which the bank was located, or cor- 
poration bonds of the very highest char- 
acter. It is true that these bonds did not 
pay a high rate of interest but they were 
beyond a peradventure safe. The earn- 
ings of the bank were not large, but 
neither were the expenses. No fancy 
salaries were paid, no large dividends 
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Bank Deposits 


By 
PHILIP A. BENSON 


were distributed, nor were there fre- 
quent cuttings of melons. 

In other words, the bank was run as 
a bank should be run. 

Now comes to the town a promoter 
with an active mind. He gets together 
a group of citizens, some of whom may 
have been jealous of those connected 
with the existing bank. They form a 
new bank; they get a charter; they in- 
duce depositors from the old bank to 
come to the new one by offering a 
higher rate of interest. To earn this they 
buy bonds that, while not strictly high 
grade, do pay a higher rate of interest; 
they offer borrowers larger lines of 
credit; they are less rigid in requiring 
the repayment of loans. 

The old bank and its managers see 
business slipping away, but they keep 
their feet on the ground and they say, 
“Better no business at all than business 
on which we will lose money.” 

On top of this comes a law guaran- 
teeing bank deposits. What does it 
mean? 


It means that the safe and sound 
and sane banker that I have described 
must make a contribution out of the 
earnings of his bank to a fund that will 
guarantee to depositors in the bank of 
his competitor (inefficiently managed 
as it is) that their deposits are safe. 
In other words, sound banking must 
guarantee unsound banking;—wisdom 
and efficiency must take care of in- 
efficiency and greed. Is a law like this 
just_or sound? Is it fair? 

I quote from a statement made some 
years ago by James B. Forgan, a suc- 
cessful Chicago banker: 

“Is there anything in the relations 
existing between banks and their cus- 
tomers to justify the proposition that 
in the banking business the good should 
be taxed to pay for the bad; ability tax- 
ed to pay for incompetency; honesty 
taxed to pay for dishonesty; experience 
and training taxed to pay for the errors 
of inexperience and lack of training; 
and knowledge taxed to pay for the 
mistakes of ignorance?” 

It is an obvious fact that if the de- 
positors of a failed bank are to be paid 
out of funds other than the assets of 
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The money must come from somewhere . 


of sound and well managed banks 
the taxpayers... 
plied to make good the mistakes 


if income justly due the Government... 


.. out of the treasuries 
... or out of the pockets of 
is ap- 
and deficiencies of unsound 


banking.—The Author 


the bank, some one must do the paying; 
the money must come from somewhere. 
It will either come out of the treasuries 
of the sound and well managed banks, 
or it will come out of the pockets of the 
taxpayers. It was proposed last year, 
for instance, that about $150,000,000 
that had been paid to the United States 
Government out of the excess earnings 
of the Federal Reserve, should be used 
as part of a fund to guarantee bank de- 
posits. But the money has already been 
used to retire the public debt; therefore, 
to get it back the taxpayers would have 
to contribute it. All contributions by the 
Treasurer of the United States for any 
purpose ultimately come from the 
taxpayer. If income justly due the 
United States Government is applied to 


of unsound banking, the taxpayer must 
contributé just that_much more money 


to pay the expenses of the Government. 

Some years ago a group of New York 
banks constituting the entire member- 
ship of the New York Clearinghouse 
Association said, regarding a bank de- 
posit guaranty bill then pending, as 
follows: 

“Should such a proposition be enact- 
ed into law, any national bank, however 
inexperienced its official managers; 
however limited its capital resources 
compared to the field of its activities; 
however given to risky adventure; how- 
ever venturesome in buying deposits by 
paying excessive rates of interest; how- 
ever wanting in the proved qualities 
which time and experience have shown 
to be indispensable to successful bank 
management, such a bank would never- 
theless be able to solicit business, truth- 
fully claiming that their deposits were 
protected, as above stated by the com- 


Mr. Benson is president of the Dime 
Savings Bank of New York City, and a 
former president of the Savings Banks 
Association of the State of New York 


bined financial strength of the whole 
national system. Good banks would thus 
be compelled to give of their strength 
to induce the creation of and then to 
support incompetent rivals. 

“Such a proposition is in violation 
of common justice and common fair- 
ness. The (CONTINUED ON PAGE 69) 


AN ANALYSIS—AND A RESOLUTION 


COMPARATIVE analysis of Part II of the Steagall 
Bank Guaranty Bills, H.R.10241 and H.R.11362, which 
latter bill passed the House May 27, 1932, was prepared by 
the General Counsel of the American Bankers Association 
and included in the report of the Committee on Federal 
Legislation to the Convention at Los Angeles. It follows: 


FEDERAL GUARANTY FUND 


ORIGINAL draft based member bank contribution upon 
amount of time deposits and “other than time deposits”, and 
original contribution was $200,000,000. Revised draft makes 
this amount $100,000,000 and in the assessment of it makes 
no distinction between time and other deposits. 

In the original draft the $100,000,000 which could be as- 
sessed annually was to be computed upon the net earnings 
of member banks, while the later bill bases this upon average 
deposits of member banks. 

The original draft gave the Board (the proposed Federal 
Bank Liquidating Board) the right to fix the time and 
amounts of payments to this fund, while the later draft 
makes the instalments not more than 25 per cent of the 
assessment. 

Non-member banks with capital of $25,000 or more may 
contribute to this guaranty fund if the Board determines 
they are in sound financial condition and they submit to ex- 
amination by the Board at any time. Each such bank shall 
pay into the fund twice the amount required of member 
banks and payment will be made in instalments of not more 


than 25 per cent of the assessment. The Board may require 
such bank to withdraw at any time. 

The original Bill permitted the Board to refund some of 
the total amounts collected if in its judgment they should not 
be needed, but the new draft permits the Board to exercise 
this judgment only when the funds exceed $500,000,000. 

The new draft gives the Board the right until January 22, 
1934, to borrow as much as $500,000,000 at any one time 
from the Reconstruction Finance Corporation. 


THE ASSOCIATION OPPOSES 


THE following resolution was passed at the Los Angeles 
Convention: 

Guaranty of bank deposits carries an idea that naturally 
appeals to people in general on casual consideration. How- 
ever, in principle it is unsound and in practice it is un- 
workable. It has been tried in eight states and it has not only 
failed in every case but it has resulted in increasing the num- 
ber of bank failures. Taxing properly managed banks to 
make up losses of failed banks is not only unfair and un- 
reasonable but it weakens the whole banking structure. 
Again guaranty of deposits places the incompetent and reck- 
less banker on an equal footing with the able and conserva- 
tive banker, which encourages bad banking at the expense 
of sound banking. We are therefore opposed to the passage 
of any law carrying a guaranty of bank deposits and believe 
that it is against the interest of the people of the United 
States to develop any such system. 
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HAT makes bond prices? 
\ Three or four years ago the 
answer to this question would 
have been comparatively simple. Any- 
one could tell you that the course of the 
bond market depended primarily on 
money rates and on the general trend 
of corporate earnings. 

That, however, was three or four 
years ago. The prognosticator of bond 
prices in 1932 who based his forecast 
on the price of money and probable in- 
dustrial earnings would have floundered 
badly in his predictions, even had he 
been blessed with the foresight to see 
clearly what the behavior of these two 
primary factors would be. 

So far as money rates are concerned, 
the market has all but ignored them, ex- 
cept, of course, in the case of such in- 
vestments as short-term Treasury obli- 
gations. This discussion is concerned 
however, with long-term bonds, such as 
one finds included in the numerous 
recognized bond averages, not with mon- 
ey market freaks. The short-term Gov- 
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ernment paper on which the Federal 
deficit has been financed recently can- 
not properly be regarded as an invest- 
ment. It is merely a place of safe-keep- 
ing for funds which are temporarily idle. 
It is, as one banker puts it, nothing more 
nor less than a store of value, as is 
currency. 

The accompanying chart of 1932 
bond movements is based upon the be- 
havior of the 30 bonds included in the 
averages of the New York Herald Trib- 
une—a group which includes ten high 
grade railroad issues, five second grade 
rails, ten industrials, and five public 
utilities. 

The money market factor—in so far 
as it is measurable by quoted rates— 
should have exercised a purely negative 
effect upon the course of bond prices 
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this year. Between January and Octo- 
ber, acceptance rates declined from 23, 
per cent to 44 of 1 per cent in the New 
York market, and the call money rate 
on the New York Stock Exchange fell 
from 21% per cent to 1 per cent. This, 
under orthodox conditions, would sug- 
gest a gradually rising tendency for 
bonds throughout the year. However, 


The JOURNAL presents the accompany- 
ing study, prepared in collaboration 
with E. H. Collins, financial news editor 
of the New York Herald Tribune, of 
long-term bond averages during 1932— 
a year filled with uncertainty and un- 
foreseen happenings. Will 1933, appar- 
ently more hopeful now, permit a return 
to more normal terms in the bond mar- 
ket, even with the “imponderables” of 
new Administration policies and domes- 
tic and world problems? 
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the spread between short-term money 
rates and the yield on even the highest 
grade corporate bonds has been so fan- 
tastically wide, even when the money 
market was at its “tightest”, that the 
quoted rate may be virtually ignored. 
When funds will not flow into long- 
term corporate bonds with money beg- 
ging at 234 per cent, they are not go- 
ing to do so merely because the rate 


The chart on these pages shows 1932 
bond fluctuations and trends as related 
to current happenings during the year. 
It is based upon the behavior of the 30 
bonds included in the averages of the 
New York Herald Tribune—a group 
which includes ten high grade railroad 
issues, five second grade rails, ten in- 
dustrials, and five public utilities. The 
article describes the effect of the events 
indicated 
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Move Bonds 


is marked down to 1% of 1 per cent. 
Against the high rate for short-term 
money, the 90-day acceptance rate 
of 234 per cent, the high yield on the 
best grade corporate bonds was more 
than 7 per cent. 

In one respect, it will be readily ad- 
mitted, corporate earnings have had 
something to do with the course of bond 
prices during the current year. The grad- 
ually dwindling income of the railroads, 
which for a time threatened wholesale 
receiverships, has been a depressant on 
this group ever since early 1931, and 
railroad obligations have played an im- 
portant part in determining the trend 
of the market as a whole. The point is 
that there has been no close relationship, 
as in normal times, between the trend of 
corporate earnings and the trend of 
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bond prices. Corporate earnings, accord- 
ing to a study published last month by 
the National City Bank based upon the 
returns of 205 leading concerns, were 
at their lowest in the third quarter of 
the year. In this three months’ period 
they showed a combined deficit of 
$14,000,000 compared with a net profit 
of $6,000,000 in the second quarter and 
a net profit of $25,000,000 in the first 
quarter. Yet we find that it was in the 
third quarter that the market enjoyed 
its only sustained rise of the year, run- 
ning up 15 points, or approximately 21 
per cent, between July 8 and August 21. 

As an active factor in the making of 
bond prices during the year now draw- 
ing to a close, politics and legislation 
have, for the nonce, loomed larger than 
money rates and corporate earnings. 
But the important generalization, if one 
may be hazarded, is that the major in- 
fluences of the period have been in- 
fluences which could not have been 
clearly foreseen or accurately measured 
by the mar- (CONTINUED ON PAGE 55) 
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One Way to Bring About 


Common Action for Recovery Between— 


Banking and Business 


ROADLY speaking, there are two 
B very different concepts of the 
banker and the banker’s func- 

tion today. 

One view is that of the banker as 
a mere “money merchant,” a dealer, 
a buyer and seller of money—intent 
upon profit, heedless of the longer view 
or of ultimately desirable ends. 

The other and, I hope and believe, 
the more prevalent view is that of the 
banker as a “money engineer,” a sci- 
entist and builder—using money to cre- 
ate goods, services and institutions, to 
preserve and enhance life and civiliza- 
tion, and by doing these things wisely 
and well, to multiply capital in the pres- 
ent and preserve it in the future. 

The banker who sees himself as the 
first of these two concepts—that banker 
is and must be a de- 
clining influence in 
our highly compli- 
cated, highly mecha- 
nized, highly organ- 
ized way of life. It is 
to the advantage of 
all bankers who hold 
the second concept of 
themselves and their 
function that this 
should be so, because 
the banker who has no 
thought but of the im- 
mediate advantage, no 
regard for the social 
implications of his ac- 
tions, is an actual 
threat to the preserva- 
tion of the institutions 
in which we all be- 
lieve. Why? Because 
these are times when 
only the long view, 
the socially conscious, 
truly conservative ap- 
proach to problems 
will suffice to help us adjust our in- 
stitutions to our unstable and shifting 
economic environment. 

We are entering an era of compulsory 
cooperation, or more accurately, we 
have been in it for some time without 
all of us recognising the fact. By “com- 
pulsory cooperation” I simply mean 
that we must cooperate—if not actually 
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“As a matter of fact, coopera- 
tion falls into two divisions— 
cooperation of the individual 
bank with individual business 
men and clients, and coopera- 
tion of bankers as a group with 
all other business or with busi- 
ness groups.” Mr. Augustine is 
vice-president, National Shaw- 
Bank of Boston 


By WILLIAM F. 


to survive, at least in order that we 
may reach the best and most desired 
individual and social objectives in the 
best and most orderly way. That being 
the case in respect to our business ma- 
chine in general, it is true in an espe- 
cially vital and compelling way as re- 
gards the relations between banks and 
industry. I have implied that we need 
the engineering approach in banking. 
Let me explain what I mean in terms 
of cooperation. 

In the first place, the engineer knows 
that he will not achieve a desired re- 
sult in an orderly way unless he first 
determines precisely what that result 
is to be in all its implications and 
ramifications, and, second, unless he has 
a detailed plan for 
achieving it. 

In the second place, 
the engineer knows 
better than to attempt 
progress through op- 
posing natural forces 
to each other. On the 
contrary, he takes ad- 
vantage of natural 
forces, making them 
work for him and his 
objectives. 

Similarly, in the era 
of cooperation be- 
tween banking and in- 
dustry which is upon 
us, the banker must 
in a sense visualize 
himself as a_techni- 
cian—just as does the 
engineer—brought in- 
to a given situation to 
help and to direct the 
building of an enter- 
prise or institution. 
Like the engineer, he 
must and will make sure that the foun- 
dation is sound. This is not a new con- 
cept to the banker but there are implica- 
tions in it which I think are new in many 
cases, for by a “sound foundation” I 
mean a basis, a reason for existence, that 
is economically and socially sound. It is 
a truism that an individually “success- 
ful” business—successful in the sense 
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that it makes a profit—may be econom- 
ically unsound in that it contributes to 
unrest, instability and maladjustment 
of our economic machine to our social 
needs. We as bankers have far too great 
a stake in the stability and preservation 
of our society not to apply the tests of 
the engineering approach and the long 
view to our function as a part of the 
economic machine. 

And if we do so, we must perforce 
apply these same tests in our every-day 
business contacts. In other words, we 
must cooperate with the business men 
whom we serve to ensure that capital, 
entrepreneur initiative and manage- 


-ment brains are directed into those 


courses and to those ends which are 
basically sound, both socially and eco- 
nomically. We must see the other man’s 
problem, his ambitions, his desires— 
closely and humanly and sympathet- 
ically—and at the same time we must 
see them from a distance, detachedly, 
understanding their significance in 
terms of social and economic effects. 
And so far as foresight is humanly 
feasible, we must act upon them in 
terms of our adjudication of their sig- 
nificance and importance in the whole 
stream of business evolution and hu- 
man progress. 


PLANNING, ORDERLINESS 


WE MUST, I believe, be builders and 
not money changers. We must be truly 
conservative, which means that we must 
be ready to break with tradition and 
to adopt new methods, new devices, 
to accept new responsibilities—all for 
the purpose of preserving, conserving, 
the values in our present civilization, 
and of helping to evolve new values and 
better institutions. 

We cannot be arbitrary, however, 
either as individuals or as a group, for 
two reasons. In the first place, we are 
not omniscient. In the second place, we 
do not possess, legally or ethically, un- 
limited and arbitrary power. The ob- 
vious result of these circumstances is 
that we must work together with others 
in every line of endeavor to reach the 
soundest (CONTINUED ON PAGE 60) 
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Despite Their Distress— 


Are the Farmers Leading This 
Country Out of the Depression? 


’M a farmer, also a banker. As a 

banker, all my business comes from 

farmers and from people who do 
business exclusively with farmers. And 
in both capacities, I know that the 
farmers’ plight is serious. 

Yet I cannot be as morose about it 
as are many people. Without attempt- 
ing to minimize the farm problem, I 
paradoxically believe that the farmers 
are actually leading this country out of 
the depression. 

And this despite the apparently hope- 
less situation of farmers today, for they 
are not making a living income. As this 
is written, our farmers—our customers 
—are getting 18 cents a bushel for corn 
and 10 cents a bushel for oats. Per- 
haps this does not mean much to you, 
so let me translate it into terms of in- 
come. 

The average farm hereabouts is 120 
acres, the average yield is 40 bushels 
of corn or 28 bushels of oats to the 
acre. If the average farmer, then, had 
all of his land in corn this past sum- 
mer, his maximum possible gross in- 
come was $864; in oats, $336; mixed, 
anywhere between. Of course no farmer 
can put all his land into grain, but this 
would yield him the maximum cash 
income, gross. 

The average 120-acre farm here car- 
ries a mortgage of $5,600, which at.534 
per cent interest is $321. His taxes 
average $2 an acre, or $240. Deduct 
$561 from his gross income of $864, 
and you leave him $303. This $303 
must buy his seed, his work animals 
and anything necessary for his family. 
But I must stop, or presently we shall 
have the farm owing him money. 


They Are Now Balancing Their 
Budgets—Not All of Them, But 
Enough to Show It Can Be Done 


It seems axiomatic that the first re- 
quirement of national prosperity is a 
balanced budget—not only a balanced 
Governmental budget, but also bal- 
anced budgets for businesses, banks and 
individuals. When most of us get our 
budgets in balance, the nation’s equi- 
librium will be restored and happy days 
will be here again. And most people 
inquire how the farmer can balance 
his budget which is principally outgo. 

I cannot answer that one in full, 
with statistics. But from personal ob- 
servation I may be able to shed a little 
light on how it is done, and thus set 
up a factual basis for my cheerful 
thesis that the farmer is leading us 
back to prosperity. 


LOW COST OF FARM LIVING 


SUPPOSE we start by examining the 
cost of living. The statisticians differ, 
but they used to declare that $2,500 is 
required for the decent support of a 
family of two adults and three chil- 
dren. This may be true in the cities; 
I don’t live there, and cannot say. But 
in the country, on a farm? It just is 
not so. 

Let me have a good unmortgaged 
farm with a habitable house, a good 
set of outbuildings, a well, a couple of 
cows, a team, some poultry, a few hogs, 
an orchard, a woodlot and a two-acre 
garden. I will then live better on $300 
cash income from the field crops than 


By 
FERN L. LOUGH 


“I’m a farmer, also a banker’, Mr. 

Lough emphasizes in stating his case 

for the farmer. Bankers know him as 

president of the State Bank of Reming- 
ton, at Remington, Indiana 


the city man with $4,000 annual salary. 
I shall raise the bulk of my own food, 
cut my own fuel, sell a few dollars’ 
worth of apples and garden truck, with 
perhaps a little cordwood or hardwood 
logs for lumber. I shall find other ways 
to supplement our income. My wife 
will sell some butter, eggs and poultry. 

I shall not need such good clothes 
as a city man, neither will my wife 
have to dress up to city standards. In 
fact, as a country banker, I don’t have 
to. I wear some days a suit which is 
threadbare, even a little frayed at the 
cuffs and along the front at the desk- 
line. None of my customers thinks any 
less of me, and possibly they consider 
me pretty affluent to have two suits, 
even if one is noticeably worn. But to 
return to my supposed retirement to the 
farm; if I have a mortgage to pay in- 
terest on, I shall somehow get along 
with less “boughten” stuff. I may wear 
an honest patch on the knees of my 
overalls, but the seat will be intact for 
I cannot wear that out. 

This is exactly what the farmers are 
doing today. They are learning some- 
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how to get by, to spend less, to supple- 
ment their farm earnings with extra 
cash. Consider, if you will, a farmer 
who was in the bank yesterday. I asked 
him how things looked, expecting the 
usual wail. Instead, “Why, you. know, 
I’m going to get by nicely if things 
don’t get any worse,” he told me. 
“We're making enough to pay interest 
and taxes and buy what we need worst. 
I keep learning how every day, and if 
things stay just as they are I'll be in 
pretty good shape by next year.” 

I know how this man is doing it. He 
and his son are thrifty and industrious. 
Moreover, they have mechanical ability. 
So, when someone thereabouts gets all 
out of patience with his old corn 
sheller which won’t work, or his clover 


hauler which is breaking down, this 
farmer buys it for a few dollars. Then 
he and his son tinker it back into shape, 
buy a few spare parts, and presently 
have the equipment in repair. Last 


summer, when their own work was 
done early due to their implements, 
they earned $10 one afternoon hauling 
in a neighbor’s clover on their hauler, 
drawn by their rebuilt tractor with 
rubber-tired wheels, which they have 
fitted to it for road hauling. They are 
taking in a few dollars now and then 
for shelling corn on their corn sheller; 
altogether they are supplementing their 
conventional sources of income in a 
dozen ways. 

This past year, with its low grain 
prices, has made a sizeable profit for 
the farmer who feeds stock on this 
cheap feed. It has seen many grain 
farmers turn their attention to stock. 
Feeder cattle are appearing on our 
farms, and yielding a profit. There are 
more hogs than ever, because even at 
$3 you can make money feeding 18- 
cent corn to them. Our bank has staked 
dozens of farm wives to money for 
brooder houses, and poultry here is on 
the increase. More and more of our 
farmers are raising dairy herds and 
selling milk for the Chicago market. 
One farmer who came in here three 


years ago has an 80-acre place and a 
nice dairy herd, raises his own feed 
and is taking in an average of $125 a 
month on milk checks. He carries a 
nice balance with us, puts more to it 
almost monthly, and is prosperous— 
even though he does grumble heartily 
at the starvation prices he gets for 
his milk! 


LEARNING TO PROSPER 


THIS has always been a grain coun- 
try, but some of our farmers have 
turned to other crops to increase their 
earnings. A canning factory a few 
miles away needs truck, so a number 
of our farmers are raising sweet corn, 
tomatoes, and pumpkins. Right now a 
letter lies on my desk from a farmer 
whose note is so old it has whiskers. 
“T shall have the check for my tomato 
crop next week,” he writes, “and will 
give you most of it to apply on the 
note. This will cut it in half, which is 
the best I can do.” Bless his heart, if 
the other makers of ancient notes would 
do as much we could look upon the 
world with a less bilious eye. 

We have not yet experienced it, but 
a banker not many miles from here was 
telling me the other day of what is 
happening near him. Many foreigners 
have come to the neighborhood and 
have taken small farms and settled 
down to work in a whole-hearted fash- 
ion that native Americans cannot un- 


The farmer is 
nearer to the 
soil, the source 
of all wealth and 
goods. He can 
produce his own 
goods when out- 
side sources fail. 


—The Author 


“J shall have the check for my tomato 
crop next week”, a farmer writes, “and 
will give you the most of it to apply on 
the note. This will cut it in half, which 
is the best I can do.” Bless his heart, if 
the other makers of ancient notes would 
do as much we could look upon the 
world with a less bilious eye.—The 


Author 


derstand. These farmers get down on 
their knees and dirty their hands. Their 
wives and children work with them, and 
they are uniformly making money. The 
Americans, who resent their presence, 
are nevertheless taking the hint. They 
are beginning to work in the same way, 
and their whole district is becoming 
more prosperous. 

Do not understand me as saying that 
all is well on the farms, that all the 
farmers can now make money, and that 
all are happy. This is not so. But the 
farmers who can make a living are 
learning to do it. Some will never 
learn. On the map of our township I 
can put my finger on adjacent farms 
with identical soils. The first farmer is 
making money, increasing his funds in 
the bank. The second is losing money, 
is behind on his payments and is get- 
ting ready to lose his farm and every- 
thing he has accumulated in a life- 
time. What about this second man? 

It is too bad, but I see little hope 
for him. If he simply cannot learn how 
to get along under current conditions, 
he is due to lose out. His thrifty, 
adaptable neighbor will probably buy 
his place and make more money than 
ever. Maybe the less efficient man can 
stay on as a hired man. 

This is the inexorable law of our 
economic system, that the man who 
knows how can prosper while the man 
who cannot learn goes broke and is 
frozen out by his own incompetence. 
The present condition of the farmers 
makes it appear that the poorer farmers 
will be (CONTINUED ON PAGE 65) 
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Newspapers — Magazines—Car Cards—Outdoor Displays— Lobby 
Displays—Letters—Printed Matter 


ITH definite improvement in the 

\\) general economic situation, fi- 

nancial institutions are being 
overwhelmed with advertising advice— 
and what is the banker going to do? 
The difficulty with most of this advice 
is that it is general, whereas the problem 
itself is distinctly selective. 

First, there are local conditions to be 
considered: What is the temper of the 
people? Have they been hard-hit by 
bank closings? Have they sympathetic 
pangs because of financial difficulties in 
nearby localities? Are they in severe 
economic difficulties? Or have they been 
on the whole fortunate? If the people 
are disturbed, and with reason, it is 
an extraordinary situation requiring 
extraordinary treatment, and the symp- 
toms must be diagnosed by careful study 
before effective treatment can be pre- 
scribed. 

But let us assume that the people are 
not now particularly disturbed. Some 
sort of publicity or advertising is un- 
doubtedly indicated, but what shall it 
be—newspapers, magazines, car cards, 
lobby displays, letters or printed mat- 
ter? And how shall the budget be ap- 
portioned? Perhaps it is worthwhile to 
set up a few guide posts which may 
be of general help in this specific task. 

The tendency for the past three years 
has been apparently to curtail newspa- 
per and magazine advertising. This is 
perfectly comprehensible, for various 
reasons. A great many institutions have 
felt that such advertising, regardless of 
its tone, could only serve as an aggrava- 
tion during a period when criticism was 
rampant; that competitive advertising 
might be construed in a manner harm- 
ful to the whole financial structure; and 
that advertising space was relatively 
high-priced and therefore an expensive 
buy. Today the first of these reasons 
is practically non-existent, the second 
far less dangerous, and the third in 
many cases partially rectified by reduc- 
tions in rates. 

I believe that newspaper advertising 
is the backbone of a well-rounded pro- 
gram. First, unlike a letter, the news- 
paper advertisement is there for every- 
one to read. Anyone may send a letter, 
but it is assumed that only a reasonably 
substantial house can afford to enunci- 
ate its principles in a newspaper ad- 


The 1933 Budget 
For Bank Advertising 


By 
H. A. LYON 


Mr. Lyon is president of the Financial 
Advertisers Association and advertising 
manager of the Bankers Trust Company 
of New York. He offers the following 
advertising suggestions: 

Determine what your general policy 
and objectives will be for the next five 
years. You do this in certain depart- 
ments now. It should not be impossible 
as concerns your public attitude. 

At intervals set definite goals that you 
want to reach, 

Study the markets that will produce 
these goals. 

Investigate the most effective methods 
for reaching the markets. 

Embark on a program that gives the 
methods their chance. 

Stay with it for the full period. 


vertising program. Second, newspaper 
advertising reaches the unknowns and 
the unapproachables. No institution can 
possibly know every prospect, and there 
must always be some desirable people 
with whom the bank is unacquainted. 
Then there are those who may influence 
business—attorneys, partners, relatives, 
friends and casual acquaintances whom 
it is impossible or impolitic to cultivate 
in this connection, but whose opinion 
nevertheless has considerable aggregate 
weight. Proper advertising tends to fos- 
ter customers’ pride in their institution. 

Yet, the purchase of newspaper space 
is unimportant compared with the use 
to be made of it. And only a thorough 
knowledge of the institution, its condi- 
tion, its goals, and a comprehension of 
the market, its temper and its possibili- 
ties, will yield a basis for newspaper 
copy. The economic complexion of 
many communities has been altered— 
wealth has changed hands, businesses 
have died, and others have been born. 
A personal solicitation runs the risk 
on the one hand of missing new pros- 
pects and on the other of including 
some who no longer represent profitable 
relationships. Finally, it seems reason- 


able that there exists a ready market 
today for many of the services of banks, 
if we can find it. Good newspaper ad- 
vertising helps discover this market. 

Of magazine advertising, there is this 
to be said—it is more selective than 
newspaper space. It has been used rela- 
tively little, for it is apparently expen- 
sive. But, wisely selected, the magazine 
advertisement has longer life, a more 
specialized appeal, and a more concen- 
trated audience than the newspaper ad- 
vertisement. General magazines with 
national circulation may be used effec- 
tively by large institutions with a na- 
tional market, but to other institutions 
there are available the trade, profes- 
sional and special-interest magazines 
which may hold possibilities for profit. 
Only a thorough study of business po- 
tentialities reveals these opportunities. 

Direct mail is a powerful weapon in 
retaining and adding business. It may 
be more personalized than newspa- 
per or magazine advertising, and hence 
probably more directly effective. Care- 
ful compilation and frequent reviews of 
mailing lists are essential in these days 
of economy, but, after all, planning is 
75 per cent of the battle. Direct mail 
is designed to sell more widely and less 
expensively than personal calls. Hence 
it is obvious that a well-planned, at- 
tractive, continuing mailing series to a 
carefully selected list will inevitably be 
most productive. Without planning, it 
will lack direction and vitality, and will 
probably be disappointing in results. 
Test mailings on a limited list before 
you undertake the complete job, but be 
sure you know how to judge the tests. 

Car cards, outdoor displays and 
lobby displays have one main purpose 
—a quick, colorful dramatic reminder 
of some specific sales item. It may be 
the bank itself (institutional copy), but 
more often it is a service which can 
use these media to advantage. And 
finally, a good window or lobby display 
in a city bank may cost anywhere from 
$25 to $500, and I have seen those that 
cost far more—and are worth it. 
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The group of Indianans shown here 
—members, with two exceptions as 
noted below, of the Study Commission 
for Indiana Financial Institutions—are 
among those who have contributed to 
its research and findings. 

Front row, left to right: 

George F. Ogden, Peru, Indiana, 
secretary of the Indiana Savings and 
Loan League; 

Myron H. Gray, Muncie, member of 
the law firm of Bracken, Gray and Defur 
in that city; member of the Home Loan 
Board for the Indiana-Michigan district 
and attorney member of the Commis- 
sion; 

Walter S. Greenough, Indianapolis, 
assistant to the president, Fletcher Trust 
Company; chairman of the Commission; 

George Weymouth, Indianapolis, as- 
sociate editor of the Indiana Farmers 
Guide and former editor of Farm Life; 

Willis S. Ellis, of Anderson, president 
of the Anderson Loan Association and 
former circuit court judge. 

Back row, left to right: 

Hugo Melchior, of Jasper, cashier of 
the Dubois County State Bank and a 
member of the council of administra- 
tion, Indiana Bankers Association; 

Franklin M. Boone, of South Bend, a 
director of the Home Loan Bank for the 
Indiana-Michigan district and an offi- 
cial of the Building and Loan Associa- 
tion of South Bend; 

William F. Morris, of Pendleton, pres- 
ident, Pendleton Banking Company; 

C. M. Setser, of Columbus, cashier, 
Irwin-Union Trust Company; an official 
of the Indiana Bankers Association; and 

Curtis H. Rottger, Indianapolis, re- 
tired president and now a director of 
the Indiana Bell Telephone Company. 


Mr. Ogden and Mr. Setser are not 
members of the Study Commission, but 
both have assisted in its work. 


The members of the Commission who 
do not appear in the picture are: 

Dr. Charles Kettleborough, Indian- 
apolis, director of the Legislative Refer- 
ence Bureau for Indiana; 

William G. Irwin, of Columbus, cap- 
italist and president of the Irwin-Union 
Trust Company at Columbus; and 

Paul N. Bogart, of Terre Haute, ex- 
ecutive officer of the First-McKeen 
National Bank and Trust Company. 
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The Study Commission 


for Indiana Financial Institutions 


N the waning hours of the 1931 Gen- 

eral Assembly of Indiana a resolu- 
tion was adopted by both House and 
Senate empowering Governor Harry G. 
Leslie to appoint a commission of 11 
members “to investigate the organiza- 
tion, operation, activities and control” 
of banks of discount and deposit, loan 
and trust and safe deposit companies, 
private banks and savings banks, and 
building and loan associations, rural 
credit associations and other related as- 
sociations (in other words, all types of 
financial institutions under supervision 
of the present Indiana Commissioner 
of Banking) with a view of “‘standardiz- 
ing, harmonizing, unifying, codifying 
and correlating” the various existing 
laws applicable to each of these types 
of institutions, “the repeal of all un- 
necessary laws, and the enactment of 
all such new laws as may be necessary 
properly and more effectively to meet 
the requirements of and for the exer- 
cise of financial functions within this 
state; to investigate the laws of other 
states and countries concerning similar 
corporations and the results of the oper- 
ations of such laws, with a view of as- 
certaining the best methods and prac- 
tice of each”’. 


ELEVEN MEMBERS 


THIS group was named in May, 1931. 
Following requirement of the legislative 
resolution, four of the 11 members rep- 
resented the banking industry, two from 
metropolitan centers and two from rural 


communities; two were engaged in the 
business of operating building and loan 
associations; one was an attorney fa- 
miliar with such financial businesses; 
and three were named to represent and 
safeguard the interests of the. general 
public of Indiana. The eleventh man, a 
distinguished technician in the field of 
legislation, was the director of the 
Indiana legislative bureau. 

The group was directed by the legisla- 
tive resolution to submit a report of its 
detailed findings to the Governor not 
later than November 30, 1932, together 
with “the forms of such bills or acts to 
accomplish the revision and codification 
of existing laws with reference to the 
above groups of financial institutions, 
and the enactment of such new laws as 
the commission may find to be proper 
or necessary”; and the Governor there- 
upon was authorized to transmit the 
report and proposed statutes to the 1933 
General Assembly, “with such recom- 
mendations as the Governor may see fit 
to make.”’ This report has been virtually 
completed and bills for laws modifying 
Indiana’s control over financial busi- 
nesses have been drawn. 

Members of the commission have 
served without recompense from the 
State of Indiana, and actually have paid 
practically all their individual expense 
out of their own pockets. Private sources 
have financed the research budget and 
other nominal costs incurred. 

Much of the research necessary to the 
project has been accomplished through 
cooperation by Indiana University. 
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“As a working member of the Study Commission for Indiana Finan- 
cial Institutions, it has seemed to me that the scientific detachment with 
which the project was approached and concluded should lend author- 
ity to the findings”, says Mr. Greenough, chairman of the Study Com- 
mission and assistant to the president of the Fletcher Trust Company, 
Indianapolis. “The individual members, as well as the widely spread 
collaborating groups, are hopeful that the Indiana legislature this 
winter will accept in practical totality the recommendations that have 
been prepared” 


Legislative Action— 
The Indiana Plan 


By WALTER S. GREENOUGH 


HIS is the story of the cooperative 
TL etor by the Indiana public and 

the Indiana banks and the Indiana 
building and loan associations to profit 
in statewide and long-time fashion from 
this depression. It has to do with the 
reconstruction of the state’s control over 
its financial institutions; with the im- 
pending strengthening of Indiana laws 
so that the unfortunate failure record 
of the past decade may not be repeated 
in the future; with a positive attack on 
those inadequacies in state government 
under which Indiana, like many another 
state, gave ground seriously in the eco- 
nomic crisis. 

The realization came to those strug- 
gling with specific suggestions for needed 
corrections in the financial law domain 
that a comprehensive, historical study, 
buttressed by collection of all current 
data, might give to the state a new vis- 
ion with regard to the legal arm which 
the people of the commonwealth had 
stretched across their financial institu- 
tions. Out of this desire to see a com- 
plete job accomplished in the revision 
of state laws governing banks and kin- 
dred businesses was born the Study 
Commission for Indiana Financial In- 
stitutions. 

The legal status and the personnel 
of the Study Commission are described 
on the opposite page. As a working 
member, it has seemed to me that the 
scientific detachment with which the 
project was approached and concluded 
by the Commission and its research staff 
should lend authority to its findings; and 


the individual members, as well as the 
widely-spread collaborating groups in 
Indiana and elsewhere, are hopeful that 
the Indiana legislature this winter will 
accept in practical totality the recom- 
mendations that have been prepared. 

Lending confirmation to this desire 
are the facts that both the Democratic 
and Republican state conventions pro- 
nounced in favor of the project in their 
state platforms and during the recent 
campaign the candidates for governor 
in both parties openly endorsed the pro- 
posed revision of laws governing banks 
and allied businesses and called atten- 
tion of the Indiana public to the com- 
prehensive character of the preliminary 
study that had been in progress. Lead- 
ing newspapers of the state, the Indiana 
Bankers Association, the Indiana Sav- 
ings and Loan League, the Indiana 
State Bar Association, and many indi- 
viduals and interested groups openly ap- 
proved of the method devised for reha- 
bilitating the state’s financial laws. The 
fact that such an effort was in progress 
doubtless has served already to ward off 
numerous evils of radical and uncon- 
sidered legislative proposals which have 
been “in the air” in Indiana as else- 
where. 


GOVERNING POWER 


STRENGTHENING the regulatory 
laws and increasing the powers of both 
state and national authorities over the 
harassed financial businesses unquestion- 
ably is the general thought among leading 
authorities and this was quite apparent 


in Indiana. The first conclusive action 
of the Study Commission was toward 
devising a new system of state control 
—one which should be as free from po- 
litical influence as possible; one which 
should have far more flexibility of 
authority in good times and bad than is 
now the case; one which should be ade- | 
quately financed, not by the taxpayers! 
but by the governed businesses them-) 
selves; one which should be responsive 
to increasing needs of the complicated 
financial field and at the same time 
should work definitely toward greater 
protection now and hereafter for depos- 
itors and shareholders. 

The proposed new governing powef 
will be known as the Indiana Depart- 
ment of Financial Institutions and it is 
granted general charge of the organi- 
zation, supervision, regulation, exami- 
nation and liquidation of all financial in- 
stitutions, to which the new statutes will 
be applicable—including banks of dis- 
count and deposit, private banks, sav- 
ings banks, trust companies, building 
and loan associations, credit unions, 
mortgage guaranty companies and petty 
loan businesses. 

Cooperating in the undertaking from 
the first has been the American Bankers 
Association, and the Study Commission 
for Indiana Financial Institutions very 
early recognized the great value of the 
nation-wide proposals of that Associa- 
tion for development of the regional 
clearinghouse idea. After careful con- 
sideration of the best possible method 
for incorporating this idea in the new 
Indiana legal picture, and after ex- 
haustive discussion of the whole matter 
with Frank W. Simmonds, Deputy 
Manager of the Association and Secre- 
tary of the Bank Management Commis- 
sion, the Study Commission has done 


23 


24 AMERICAN BANKERS ASSOCIATION JOURNAL, December 1932 


much within the past 18 months to ad- 
vance it in the public consciousness as 
one of the most worthwhile trends ap- 
parent in the reconstruction era. 

And, basing its judgment on various 
supporting data developed in behalf of 
the regional clearinghouse plan as a 
means of tightening up actual banking 
practices, the Study Commission has 
included in its recommendations to the 
1933 Indiana General Assembly, a com- 
plete program whereunder the new state 
supervisory power can be continuously 
and wholeheartedly in cooperation with 
any area in which a regional clearing- 
house may be formed. One of the sec- 
tions of the proposed law provides: “Tf, 
at any time, the banks and trust com- 
panies of any designated geographical 
area of the state, to be approved by the 
Department of Financial Institutions, 
shall associate themselves together in a 
regional clearinghouse association, the 
Department shall, if it deems desirable, 
assign an examiner to the area in which 
the association has jurisdiction, who 
shall be known as the regional examiner, 
and who, in addition to his other duties, 
as prescribed by law, shall cooperate 
with the officers of the clearinghouse 
association in such manner and to such 
extent as the Department shall deter- 
mine and direct.” 


THE BOARD OF CONTROL 


OTHER provisions of the proposed 
statutes link this regional clearinghouse 
program even more definitely to the 
state’s supervisory authority. It will be 
readily apparent that cooperation of this 
type will be much easier than heretofore 
when the official set-up of the new De- 
partment of Financial Institutions is 
clearly understood. The new law pro- 
poses to follow the plan of organization 
which has proved satisfactory in other 
fields of state control in Indiana, and 
provides for the powers and duties of 
the proposed Department to be vested 
in a board of four men, appointed by 
the Governor—one of whom will be ap- 
pointed upon nomination of the Indiana 
Bankers Association, one upon nomina- 
tion of the Indiana Savings and Loan 
League, and two without such recom- 
mendation. Thus the two most impor- 
tant sections will have direct representa- 


tion on the group in whom entire re- 
sponsibility for supervision and exam- 
ination is vested. 

A complete innovation comes at this 
point in the proposals of the Study 
Commission, at least so far as Indiana 
is. concerned. Hoping sincerely that the 
patriotic requirement will work to at- 
tract only the highest type of citizens to 
membership on the governing board of 
the Department, the law will specify 
that the four members of the ruling 
board shall serve without compensation 
of any sort, except that they are to be 
paid their necessary expenses in con- 
nection with their duties. Leaders in 
the financial field and many other citi- 
zens, learning of this proposal, have 
indorsed it as perhaps the most impor- 
tant forward step of the entire program 
of attempted reconstruction of this 
phase of state government. 


NON-POLITICAL 


LIMITATION of the governing group 
to four was done after careful study of 
all factors. Provision is included that 
not more than two of the four men shall 
ever be adherents of the same political 
party. Thus the balance of political 
power will be kept and, insofar as it is 
possible in any state, the Department 
will be free from political influence. 
Throughout the organization of the new 
Department, the proposed law safe- 
guards it from political machination 
through provision for a personnel equal- 
ly divided in political faith. And a fur- 
ther safeguard is this drastic section: 
“For the purpose of securing and main- 
taining the professional standing and 
conduct of the staff of the Department 
and to safeguard the service from the 
disadvantages which would result from 
interference by persons not members of 
the staff, it is hereby declared to be a 
misdemeanor for any person to solicit 
from any officer or employee of the 
Department any money or other thing 
of value for political assessments or 
contributions, and conviction 
thereof the person so soliciting such 
assessment or contribution shall be fined 
in any sum not less than fifty nor more 
than five hundred dollars, to which may 
be added imprisonment for not less than 
sixty days nor more than one year.” 


Another precept which has guided the Study Commission through- 
out its long considerations has been that good management can- 
not be legislated. As carefully as possible, the recommendations 
of the Commission have sought to leave good management free to 
function according to the dictates of its own sound judgment, 
without undue governmental interference.—The Author 


Herman B. Wells, professor of money 
and banking in the department of eco- 
nomics and social sciences at the Uni- 
versity of Indiana, who has also had 
wide practical experience in banking 
and in building and loan matters, was 
employed by the Study Commission as 
its research director 


The chief executive and administra- 
tive officer of the proposed new Depart- 
ment is to be appointed and subject to 
removal by the non-partisan, non-sal- 
aried board governing the Department. 
He must have “practical knowledge of 
the business of banks and building and 
loan associations and shall be familiar 
with the nature and problems of the 
respective financial institutions over 
which he has jurisdiction, and who shall 
be chosen solely for fitness, irrespective 
of his political beliefs or affiliations.” 


THREE DIVISIONS 


THREE coordinate divisions (and 
more, if the board of control of the De- 
partment and the Governor of the state 
agree) are to function, with their re- 
spective supervisors chosen solely for 
fitness to control each of the groups of 
businesses under the Department, and 
answerable to the director and through 
him to the board of control. The divi- 
sions follow: the division of banks and 
trust companies; the division of build- 
ing and loan associations; the division 
of small loans. 

On recommendation of the respective 
supervisors, the director—with approval 
of the non-political, non-salaried board 
of control—names the personnel of ex- 
aminers and others to carry on the work 
of the Department. These examiners 
and other (CONTINUED ON PAGE 66) 
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banking and argricultural prob- 

lems have arisen and again lead- 
ers of the Georgia Bankers Association 
have undertakén their solution with 
splendid results. In a series of 15 zone 
meetings ending August 25, the associ- 
ation has carried out a double-barreled 
program which, it is believed, is an out- 
standing and unique example of bank- 
ing cooperation. 

The experiment and experience of the 
Georgia Bankers Association during re- 
cent years in holding frequent sectional 
meetings to study bank management 
and agricultural problems have met with 
success at home and have set a new 
standard in association activities. The 
new ten-point plan, introduced for im- 
proving bank incomes, is in general use 
throughout the state, and the live-at- 
home farm program is practiced ex- 
tensively. 


[) venue the past year many new 


THE NEW TEN-POINT PLAN 


THE first barrel of this plan of action 
is charged with a newly developed ten- 
point plan contributing to safety, 
strength and economy—involving no 
new service charge or modification of 
bank relations to the public, but rather 
the exercise, within the four walls of 
each bank, of processes of research and 
analysis to reinforce the income, assets 
and investment accounts of its members. 

The new ten-point plan leaves the 
field of operating profits and confines its 
application to questions of internal 
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management. Its provisions as impressed 
upon member banks are: 

1. Improved security and improved 
collections by closer examination of the 
note case. Be sure to have all the collat- 
eral that can be obtained, or all the in- 
dorsements where collateral is not avail- 
able or where indorsements are needed 
in addition to collateral. 


CREDIT INFORMATION 


2. REVISION of statements of assets 
and liabilities from borrowers. Have al- 
ways available credit information in de- 
tail on all these customers. Study their 
statements. Ascertain whether or not 
some way can be suggested to these 
customers for improving their own 
position, thereby strengthening their 
lines of credit. 

3. Improve profits by studying the 
costs of doing business. Undoubtedly 
many leaks can be stopped in this man- 
ner. If a depression serves any good 
purpose whatsoever, it is that during 
such times everyone finds out that he 
can live more economically, and that 
he can operate his own business more 
carefully and systematically than he was 
doing in prosperous times, and when 
prosperity returns, he will be in a posi- 
tion to go forward more safely, more 
surely and more rapidly. 

4. Add profits by revising the method 
of calculating interest paid. There are 
numerous methods of figuring interest 
and many are better than others. By 
careful study of this subject, earnings 


McFADDEN, JR. 


Oluntary Action~ 


A Georgia Plan 


can be increased without losing any 
customer’s goodwill. 

5. Discover operations or forms of ser- 
vice rendered at a loss and take steps to 
correct for profit. Locate the spots where 
new charges are due to be assessed as 
soon as business conditions permit. 
Study the Georgia Bankers Association’s 
original ten-point plan for service and 
stop loss charges (reproduced with this 
article), and read the bulletins which 
have been published by the Bank Man- 
agement Commission of the American 
Bankers Association on the subject of 
bank management and operation. In 
this way, many sources will be found 
from which earnings can be increased 
when times are better and things are im- 
proving. Take advantage of the present 
opportunity to become fully informed 
on what others are doing along these 
lines. 

6. Study the advantages of the accrual 
system of accounting. With business 
slack, now is a good time to install this 
improved system. 

7. Advantages of operating under a 
budget system. Study the budget and 
make it airtight, as there are many 
items that creep in when times are good 
that can and should be eradicated when 
times are bad. 


BOND KNOWLEDGE 


8. BONDS for banks; offsetting shrink- 
age by wise selections and exchanges. 
Knowledge is power, and recognizing 
the fact that commercial loans of the 
desirable class are becoming scarcer and 
that other fields must be sought for in- 
vesting funds, advantage should be 
taken of spare time to develop a work- 
ing knowledge of the bond _ business. 
The banker should know what the bond 
salesman is talking about, and what 
he should sell that is now on his list, 
and what he is going to buy in the 
future. 

9. High cost of insurance and surety 
premiums, and methods of cutting this 
cost. Study insurance and be sure of 
proper coverage. Insurance is bought 
largely on account of an agent in a 
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Service and Stop-Loss Charges 


Increased income amounting to $213,735 was reported last fall by 183 Geor- 
gia banks that had checked the results of following the state association’s 
original ten-point plan of service and stop-loss charges. These ten points are: 


. Service charge on unprofitable accounts, usually 50 cents a month, 


minimum balance, $50; 


. Service charge on checks drawn against insufficient funds, usually 


25 cents an item; 


. Service charge on notes allowed to run overdue; 
. Service charge for over-printing checks, usually the actual amount 


of the printer’s bill; 


. Service charge on small loans figuring less than $1 discount; 
. Exchange on out-of-town checks cashed or deposited; 


-Fee for cashiers’ checks; 


. Limitation of interest on time and savings deposits; 
. Statements of assets and liabilities required from all borrowers of 


more than $500; and 
10. 


Establishment of credit bureaus for the interchange of information 


between banks to forestall duplicate and multiple loans. 


This plan, and the more comprehensive ten-point plan described in the accom- 
panying article, have been emphasized at the 30 zone meetings of the Geor- 
gia association—two for each zone—held this year. The zone meetings, 
usually devoted exclusively to improved banking practices, are followed by 
county meetings for the actual adoption and enforcement of rules and prin- 
ciples advocated by the association. The zones held agricultural meetings dur- 


ing the summer. 


company. Here is an opportunity to try 
to develop some business by picking 
both agent and company with care. Be 
sure that the insurance rate is right, and 
that a reduction can be had if certain 
small changes or betterments are made 
which often pay for themselves in re- 
duced premiums. 

10. Other safeguards to protect the 
profit account and the asset account. 
These may be summarized by asking the 
question: Are all safeguards set and 
working to protect these accounts? 


A. B. A. PUBLICATIONS USED 


IN the 15 meetings recently conducted, 
the need of what might be called a text- 
book on several subjects was antici- 
pated. This need was supplied by utiliz- 
ing several publications of the Ameri- 
can Bankers Association, which were 
passed out at each meeting to all bank- 
ers indicating an interest in the subjects 
covered. The most numerous calls were 
for the booklet entitled ““The Most Sat- 
isfactory Way to Figure Interest”; the 
article on “Better Control by Accrual 
Accounting”, from the July number of 
the A. B. A. JOURNAL; and the article 
on “Measured Service Charges’, also 
appearing in the July JOURNAL. The 
booklet on interest was written by J. V. 
Holdam, assistant vice-president of the 
First National Bank and Trust Com- 
pany, Chattanooga, Tennessee, for the 
use of the Savings Division of the 
American Bankers Association; the 
article on accrual accounting, suggesting 
monthly accruals adapted for the use of 


country banks, came from the pen of 
Arthur B. Taylor, Chairman of the 
Bank Management Commission of the 
American Bankers Association and 
president of the Lorain County Savings 
and Trust Company of Elyria, Ohio; 
and the discussion of measured service 
charges was written by Orval W. 
Adams, vice-president of the Utah State 
National Bank of Salt Lake City 
and a member, Bank Management 
Commission, American Bankers Asso- 
ciation. 

It is the hope that the experience of 
Georgia bankers will blaze the trail for 
this important use and application of 
the American Bankers Association’s 
bank management studies and literature 
in every one of the 48 states and the 
District of Columbia. 


LOOKING AHEAD 


SUCH a development would serve a 
number of important ends. It would ex- 
pand the study and assimilation of bank 
management literature, which is pro- 
vided by the A. B. A. at great expense 
and labor, to a degree not heretofore 
realized. It would cause sound bank 
practices to be evolved and adopted 
along uniform lines in the various states. 
It would improve the usefulness of the 
American Bankers Association to the 
several state associations, and the use- 
fulness of the state associations to the 
American Bankers Association, thus ac- 
complishing the major result of develop- 
ing closer cooperation between the 
national and state bodies. 


HE second part of the Georgia 

Bankers Association’s double pro- 
gram is concerned with speeding up and 
expanding the creation of home markets 
and farm depots to provide cash out- 
lets for the excess production resulting 
from the live-at-home farm program; 
and adapting the principle of directed 
credit to the processes of distribution, 
in view of its previous effective use in 
stimulating production. Practical mar- 
keting plans for Georgia products have 
been made effective in approximately 
100 counties of the state, embracing 
both wholesale and retail distribution; 
and roadside markets, curb markets and 
canneries have been established to an 
even greater extent. 

Diversification of farm products has 
been induced largely through directed 
credits by bankers, and cotton has now 
been reinforced as the single cash crop 
of Georgia by a wide variety of prod- 
ucts. Farming has been revolutionized 
to the extent that everything necessary 
for life on the farm has been produced 
in abundance for the past two years. 


MARKETS FOR SURPLUS PRODUCTS 


THE big problem now confronting the 
state is that of creating ready markets 
for the surplus products. Practically 
every section is oversupplied with a cer- 
tain article and in need of another. New 
channels of distribution have to be set 
up. 

Last spring the leaders of the Georgia 
Bankers Association and the State Col- 
lege of Agriculture inaugurated a cam- 
paign to create farm markets and depots 
at points of concentration throughout 
the state for the purpose of assembling, 
grading, cleaning, packing and market- 
ing surplus products. At the annual con- 
vention of the state association in April, 
the program was heartily endorsed and 
was designated as the objective of the 
agricultural committee for the year. 
Since that time the bankers and state 
college leaders have worked constantly 
toward that end, climaxing their efforts 
in the recently completed zone meetings. 

Georgia spent more than $48,000,000 
last year for staple products shipped 
into the state from outside sources. The 
new marketing movement of the associa- 
tion is a development of the live-at- 
home program, created for the purpose, 
ultimately, of keeping this entire 
amount of money within the borders 
of the state. The expansion of the two 
ideas is estimated to reduce the need of 
imported products by one-fourth to one- 
third of their former volume. Calculated 
on reduced (CONTINUED ON PAGE 66) 


26 
2 
4 
6 
7 
9 


THE WHITE HOUSE 


Symbol of 


Continuing Authority 


The East Room in the White House 


Above: the hallway on the first floor 
Right: main doorway, with swinging lantern 


PHOTOS BY 
GALLOWAY 


fireplace and a general view of the State Dining Room 


iH 
he 


Understanding the Terms and Methods of — 


F BANK accrual accounting de- 

serves its nickname, ‘“‘a cruel ac- 

counting”, it is probably due more 
to the confusing nomenclature than to 
any actual abstruseness. That the prin- 
ciple of the accounting is understood 
and approved is well attested by the 
large number of banks which have re- 
cently adopted the system, and the 
many others that are considering the 
change. But an understanding of the 
principle has not always meant an 
understanding of the terms and the 
methods of application. Unquestionably 
accrual accounting has gained the repu- 
tation of being difficult, particularly 
among those who received their training 
under the cash receipt and disburse- 
ment system, and have little opportunity 
now to familiarize themselves with the 
new details of operation. 

An excerpt from a bulletin of the 
Minnesota state banking department 
voices the general feeling—‘“No par- 
ticular objection is made to the installa- 
tion of accrual systems in banks that 
have an auditor or comptroller. Much 
more careful records must be main- 
tained, and the accounting system is 
somewhat complicated. Unless the bank 
has the personnel capable of: keeping 
up this accrual system properly, we 
recommend the Cash Receipt and Ex- 
penditure method, which is simpler and 
more adapted to the average small 
bank than is the Accrual System.” 


AN ESSENTIAL OF PRUDENCE 


IT would be unfortunate if an un- 
necessary complexness were to put ac- 
crual accounting in the category of a 
luxury to be indulged in by only those 
banks which can afford all the frills. It 
has real value which should not be de- 
nied any bank. If being aware of the 
current earning position and governing 
dividend and other policies accordingly 
is prudent banking practice, then ac- 
crual accounting is an essential of pru- 
dence. In cash accounting, the current 
earning position is hidden under a maze 
of receipts and disbursements for past 
and future events. The fact that the 
installation of an accrual system often 
reveals an excess of hidden earnings 
over hidden expenses, thereby increas- 
ing net earnings, has been used as an 
argument against the conservatism of 
accruals. But the truth is that while the 
cash system may conceal excess earnings 
eleven months out of the year, the 
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Accrual Accounting 


By T. J. BARCLAY 


In July Arthur B. Taylor, Chairman, 
Bank Management Commission of the 
Association, and president, Lorain 
County Savings and Trust Company, 
Elyria, Ohio, discussed better control 
methods through the installation of ac- 
crual accounting. His article and the 
Commission’s Booklet No. 10 have 
aroused widespread interest. Mr. Bar- 
clay of the First National Bank, Mason 
City, Iowa, explains here the operational 
details 


twelfth month in which a net loss is 
concealed might prove disastrous. In 
two ways does accrual accounting offer 
protection. It shows the current earning 
position of the bank, and it detects the 


misapplication of cash receipts or dis- 
bursements. 

To get a clear picture of the accrual 
accounts as they are carried in the Gen- 
eral Ledger, let us divide them into five 
groups: (1) Earnings Accounts, (2) 
Expense Accounts, (3) Reserve Ac- 
counts, (4) Uncollected Earnings Ac- 
counts and (5) Unearned Receipts Ac- 
counts. It is here that one feature of 
flexibility is evident: each group can 
contain as many or as few accounts as 
the size of the bank calls for. Most 
banks find the accounts outlined on the 


Daily Shift Sheet. Encircled numbers 
refer to the outline on the opposite page 
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Clarifying the Nomenclature 


Demonstrating the Flexibility 


Outlining the Operations 


accompanying chart a convenient num- 
ber, with the possible exception of group 
4 which is often cut down to one ac- 
count. Although visualizing the ac- 
counts by groups (according to func- 
tion) will help, it is still important that 
the accounts themselves be properly 
named, to minimize further the chance 
of confusion. 

The “Earnings Accounts” take the 
place of the old “Income Received”’ ac- 
counts of the cash system, so it is not 
surprising that there is a tendency to 


The author’s outline of accrual system 

entries, described in the accompanying 

article. Compare this with the Daily 
Shift Sheet 


call the new accounts “Interest In- 
come’, “Exchange Income’, and 
“Miscellaneous Income’. The term “in- 
come”, however, implies “received”, 
while as a matter of fact not all of the 
earnings have been received, and not 
all of the receipts are earned. So, the 
names “Interest Earned’, “Exchange 
Earned”, and “Miscellaneous Earnings” 
are more applicable. 

Under the cash system, the Expense 
Accounts were usually “Interest Paid”, 
and so on. In the accrual system they 
turn up under a wide assortment of 
names. A surprising number of banks 
use the names “Accrued for Interest’, 
“Accrued for Expense”, etc.—terms 
which tend to confuse the accounts with 


the Reserve Accounts, as the “for” 
suggests that the accounts represent 
something set aside for Interest, Ex- 
penses and Taxes. “Accrued on Ex- 
penses’”” would be more accurate, as that 
is exactly the way in which the ac- 
counts are built up; but those terms 
would mean nothing to anyone who 
was not familiar with accrual account- 
ing. The terms “Expenses Accrued”, 
and so on, used by many banks, are 
misleading because they imply that the 
entire amount “accrued” is unpaid, 
while a part—perhaps most—of the 
amount has been paid. Inasmuch as the 
accounts represent the expenses that 
have arisen, whether paid or unpaid, 
since the last regular closing of Net 
Earnings into Undivided Profits, the 
names “Interest Expense”, “Expenses”, 
and “Tax Expense” had best be used. 
To use simply “Interest” might lead to 
confusion with Interest Earned. 

No instances of misnomers among 
the Reserve Accounts have been en- 
countered. The names “Reserved for 


INSTALLATION OF ACCRUAL SYSTEM (after regular closing of Earnings and Expense accounts into Undivided Profits 
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CASH ENTRIES 
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ACCRUAL SYSTEM ACCOUNTS 


Unearned interest 
collected on new 
Crs discounted loans. 
Unearned discount 
turned to customers 
(when discounted loan 
paid before matu- 


The day's interest 
earned on discounted 


loans, EARNINGS ACCOUNTS 


Interest Earned 
Exchange Earned 
Miscellaneous Earnings 


Credit Balances 


The day's interest 
earned on.Time Loans, } 
Bonds, other invest. 
ments, and Due from 
Banks, 


EXPENSE ACCOUNTS - = Debit Balances 
Interest Expense 


Expenses r 


Tex Expense 


Earned interest cole 
lected on Time Loans, 
Bonds, and other in- 
vestments, and Due 
from Banks, 

Exchange, Float, Ser- 
vice, and Activity 
charges collected, 
Miscellaneous earning 
received, 

Interest paid on De- 
posits and Borrowed 
Money. 


| Salaries and expenses 
paid, 
Dr 3c Tax payments 


Unearned discount re- 
ceived back from cre- 
al ditors (as when re- 
discounts are paid 
before maturity) 


4a 
An average day's ex- 
change earnings, 
RESERVE ACCOUNTS Credit Balances 
Reserved for Interest 

Reserved for Expenses 

Reserved for Taxes 


Reserved for Premium Amortization 


An average day's mis- Pp 


cellaneous earnings. 
+ 


The day's interest 
expense on Deposits 


and Borrowed Money. 
4 UNCOLLECTED EARNINGS Dr Bal 


Interest Earned but Not Collected 
Exchange Earned but Not Collected 
Miscellaneous Earnings Not Collected 


The day's salary ex- p 
pense. 


An average day's mis- 
cellaneous expenses, DISCOUNT RECEIVED, UNEARNED - Cr Bal 
An average day's tax 
expense, 


3 
e™ OUTLINE OF ACCRUAL SYSTEM ENTRIES 
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Accrual Accounting Routine 


DEFINITE routine facilitates the operation of an ac- 

crual system. The following is suggested, making up 
the Statement to be inserted where convenient, as indicated 
in the accompanying article. 


I. DAILY 


1. THE General Ledger is posted as usual, including all 
cash entries to the intermedial accrual accounts. 

2. Changes in the loans and discounts balances are posted 
in the Loan Interest Accrual Book, and the shifts are com- 
puted and entered on the Shift Sheet. (This is usually done 
by the loan teller while the General Ledger is being posted.) 

3. Changes in the bond accounts are posted in the Bond 
Interest Accrual and Amortization of Premium Book, and 
the new daily interest shifts and daily amortizations of 
premium are entered on the Shift Sheet. 

4. The principals of other shift sources are copied (from 
the General Ledger) on the Shift Sheet, and the amounts 
of the shifts are computed. 

5. The total of interest-bearing balances in the Individual 
Ledgers is obtained and entered on the Shift Sheet; and 
the shift is computed. 

6. The Shift Sheet is now totaled, and the totals are 
posted to the accrual accounts in the General Ledger. (It 
is not necessary to make out slips for the entries: the post- 
ing can be done directly from the Shift Sheet.) 

7. The Accrual Book is posted, using the cash entries 
which were -previously posted to the accrual accounts in 
the General Ledger, and the shift entries from the Shift 
Sheet. Although totals were posted from Shift Sheet to 
General Ledger, the individual shifts making up those totals 
are posted to the Accrual Book, according to source of the 


shift. 


II. SEMI-WEEKLY (Daily, If Desired) 


1. THE Accrual Book breakdown balances are proved 
by simply accumulating the minor balances of each ac- 
crual account and of the premium reserves, and comparing 
these totals with the totals in the General Ledger. If the 
totals fail to agree, entries can be checked against the en- 
tries in General Ledger and on Shift Sheet. 

2. The General Ledger breakdown balances are proved. 
These breakdowns, it is remembered, represent cash income 
receipts and expense disbursements and are breakdowns of 
the intermedial accrual accounts, with accrual shifts omit- 
ted. To prove, for instance, the Interest Received on Time 
Loans breakdown of the Interest Earned but Not Collected 


account in the General Ledger, the Time Loans Sheet in 
the Accrual Book is used. Thus, on that sheet in the Ac- 
crual Book, the minor balance of Interest Earned but Not 
Collected with which the quarter was started, minus the 
new minor balance, plus the new Interest Earned minor 
balance, should equal the General Ledger breakdown bal- 
ance. All other breakdowns are proved in the same way: 
old intermedial balance, minus new intermedial balance, 
plus accrual, equals cash receipts or disbursements. If any 
special reserves have been set up out of accruals, as the 
amortization of premium, it is necessary to add the amount 
of that deduction to the equation—to balance with the 
breakdown. Failure to balance indicates that all the cash 
entries were not posted to the breakdown, that an accrual 
shift or adjustment was inadvertently posted to the break- 
down, or that an entry may have been posted on the wrong 
breakdown sheet or on the wrong Accrual Book sheet. It 
is a simple matter to check the entries. 


III. MONTHLY (or Semi-Monthly) 


1. CERTAIN minor balances of intermedial accrual ac- 
counts are closed out. Usually they are: “Exchange Earned 
but Not Collected”, “Reserved for Salaries”, ‘Reserved 
for Interest on Demand Deposits”, and “Interest Earned 
but Not Collected, Due from Banks”. In these accounts, 
the daily shift is supposed to balance out the cash receipts 
or disbursements by the end of the month. If, however, 
there has been an under- or an over-accrual, the shift for 
the last day is adjusted to close exactly the intermedial 
balance. 

2. The Miscellaneous Earnings Not Collected balance 
is adjusted to agree with actual, known, uncollected mis- 
cellaneous earnings. In adjusting or closing intermedial 
accrual accounts, there is, of course, a corresponding entry 
to the associated earning or expense account. 


IV. QUARTERLY 
1. INVENTORIES are taken of actual unearned dis- 


count received, and uncollected interest earned. Those in- 
termedial balances are adjusted to actuals, by making com- 
pensating entries to the earnings accounts. Of course, differ- 
ences of any size are thoroughly investigated. There is a 
reason for every difference, and that reason should be 
found. 


2. Earnings and Expense accounts are closed into Un- 
divided Profits. 


Interest”, “Reserved for Expenses” and 
“Reserved for Taxes” are suited exactly 
to the accounts. 

As to “Uncollected Earnings”, again 
we find a diversity of practice. Many 
banks lump all uncollected earnings— 
interest, exchange, and miscellaneous— 
into one account called “Interest 
Earned but Not Collected”. “Uncol- 
lected Earnings’ would be a better 
name for such an inclusive account. 
Some banking departments prefer that 
small banks do not accrue on exchange 
and miscellaneous earnings, in which 
case “Interest Earned but Not Col- 
lected” would suffice. However, it is 
considered valid practice to accrue on 
miscellaneous earnings if such earnings 
are fairly uniform, if due care is exer- 
cised and if the accruals are adjusted 
once a month to agree with receipts. 


This accrual is no more illogical than 
the accrual on miscellaneous expenses; 
and it simplifies things to have them 
all on the same basis. The use of sep- 
arate uncollected earnings accounts, as 
listed in the outline, is desirable when 
amounts of any size are involved. 
There is rarely any tendency to have 
more than one “Unearned Receipts” 
account—the only important source be- 
ing Discounted Loans. The account is 
often called “Interest Collected but Not 
Earned”, but as this is so easily con- 
fused with “Interest Earned but Not 
Collected”, it is suggested that “Dis- 
count Received, Unearned” be used. ° 
In addition to the accounts in the 
General Ledger, a “Daily Shift Sheet” 
and an “Accrual Book” are necessary 
parts of the system. Since the main 
purpose of an accrual accounting is to 


show earnings and expenses as they 
occur rather than as the cash is re- 
ceived or paid, the Daily Shift Sheet, 
through which the earnings and expense 
accounts are built up, is the heart of 
the entire system. 

The Shift Sheet reproduced with this 
article is a three-column sheet: one col- 
umn for the principals of accrual 
sources, one for the accrual accounts 
which receive debit shifts, and the third 
for the accrual accounts which receive 
credit shifts. The shift is to the earn- 
ings accounts, as earned, from the store 
of unearned receipts—‘Discount Re- 
ceived, Unearned”—and from earnings 
as yet uncollected—as “Interest Earned 
but Not Collected”. And the shift is 
from the expense acounts, as accrued, 
to the reserve accounts. Thus the earn- 
ings and (CONTINUED ON PAGE 62) 


30 


The International Economie Conference 


LANS are being made for the meeting of representatives of creditor and 
debtor nations early in 1933 in Europe to suggest remedies for “the eco- 
nomic and financial difficulties which are responsible for or may prolong 
the present world crisis.” The United States will have its representatives 
and, as a creditor nation, will necessarily take a prominent part in the 


discussions. 


The conference will be confronted with a formidable group of problems 
which include international trade and tariff barriers, price levels and the 
movements of capital, debt payments, foreign exchange difficulties, mone- 
tary and credit policies and the stabilization of silver. 

The gold standard and the status of silver are inevitably linked to the 


discussions, and the accompanying article 
reviews for JOURNAL readers the past 100 
years and more of monetary conferences 
and the developments that have preceded 


the present agitation. 


KEYSTONE = UNDERWOOD 


Norman H. Davis of New York, 
serving with Ambassador Sack- 
ett as an American member of 
the organizing committee for 
the economic conference, is al- 
so a member of the American 
delegation to the disarmament 
conference at Geneva 


N INTERNATIONAL conference 
A will soon be devoted, in part, to 
a consideration of currency and 
exchange. So much has been said and 
written concerning the desirability of a 
stable medium of international exchange 
that the subject itself needs no elabora- 
tion. However, it is interesting to recall 
that several international monetary con- 
ferences were held during the latter 
part of the 19th century and that they 
were prompted by a similar desire. 

As early as 1817 France made its 
first efforts to promote a universal sys- 
tem of weights and measures based on 
the metric system. At the London Inter- 
national Exhibition in 1851 and at the 
Brussels International Statistical Con- 
gress in 1853 an international system 
of coins was extensively considered, as 
also at the Paris statistical congress two 


KEYSTONE = UNDERWOOD 
Frederick M. Sackett, Ambas- 
sador to Germany, is one of the 
two American members of the 
organizing committee for the 
coming international economic 
and monetary conference. He 
and Mr. Davis were appointed 

by President Hoover 


The Career of 
Gold and Silver 


Since 1817 


years later. The question continued to 
be discussed in the years immediately 
following, quietly fostered by the am- 
bitious Louis Napoleon, who was plan- 
ning a great exposition to be held at 
Paris in 1867. 

The first important international 
monetary meeting to result in a treaty 
was that held in Paris in 1865. That 
meeting resulted in the formation of 
the Latin Monetary Union by Belgium, 
France, Switzerland and Italy, and 
other countries joined later. The Union 
was the result of circumstances that 
France was compelled to recognize, but 
from which it nevertheless advanta- 
geously profited. The four countries 
mentioned had for years had similar 
systems of coinage based on gold-silver 
bi-metallism. But the discovery of gold 
in California and Australia had resulted 
in appreciation of silver, which tended 
to be hoarded. Switzerland and Italy 
then lowered the fineness of their silver 
coins, and these found their way into 
France and Belgium. Hence, the desire 
for some international agreement on the 
subject of coinage. 


By 
HERBERT M. BRATTER 


In September, 1931, Mr. Bratter, who 
lives in Washington, contributed an ar- 
ticle to the JOURNAL on “America’s Gold 
Business”. Here he provides an historical 
background for the gold and silver dis- 
cussions that lie just ahead 

Not aware of Louis Napoleon’s un- 
revealed plans for enhancing French 
prestige by increasing the use of the 
metric system and the franc, our House 
of Representatives early in 1866 took 
action which would have authorized the 
President to facilitate the adoption of 
uniform coinage by the United States 
and foreign countries. This proposal 
was lost in the Senate, and was even- 
tually abandoned when France made 
her plans known. 

The Latin Union went into effect on 
August 1, 1866, and its first meeting 
paved the way for the Paris Exposition 
of 1867. Due to the relative abundance 
of gold at the time, a definite tendency 
to give up bi-metallism for gold made 
itself felt. France at that time favored 
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KEYSTONE — UNDERWOOD 

Senator Borah of Idaho last May urged 

restoring silver to the “position it occu- 

pied before 1925”. He said, “This is not 

an attack upon the gold standard, but a 

suggestion for supplementing and 
strengthening it” 


such a change, but very cleverly con- 
cealed its attitude. At the 1867 confer- 
ence the delegates from other countries 
expressed the growing demand for a 
gold standard, and this demand France 
granted, with seeming reluctance. The 
conference did not mark the beginning 
of the gold movement, but it did mark 
a distinct turn in affairs of importance 
in the history of silver. Although only 
two of the nations at the 1867 confer- 
ence then had the gold standard, all 
20 of them—the United States included 
—voted for gold. 

After 1867, the subject of an inter- 
national monetary agreement was kept 
alive in the United States by diplomatic 
steps which, for over a year, failed to 
attract the attention of Congress. Sen- 
ator Sherman, who had been in Paris at 
the time of the 1867 conference, brought 
up the subject of gold on several occa- 
sions in the Senate. Indeed, as we are 
informed by Henry B. Russell in his 
valuable history of the times, the gold 
cause was so popular in this country 
that Sherman claimed the gold standard 
as an American idea, accepted reluc- 
tantly by France. In 1870 he introduced 
a bill to promote the international use 
of the gold standard. The fact is that 
internationality was then almost a uni- 
versal fad. 

The first sale of demonetized silver 
with a view to adopting the gold stand- 
ard was made by Norway in 1869. The 
first suggestion of international bi-met- 
allism, on the other hand, came from 
Holland at about the same time. The 


defeat of France by Germany in 1871 
put an end to the dreams of Louis 
Napoleon and naturally affected the 
monetary history of Europe. Germany, 
as part of its plans for unification, re- 
formed its currency system and an- 
nounced its intention to discard silver 
as a standard of value. 

In 1872 Sweden and Denmark con- 
cluded a treaty for the adoption of the 
gold standard. Events moved to the 
disfavor of silver, the mine production 
of which was increasing while gold pro- 
duction declined. Coinage of gold ex- 
ceeded production, and India’s demand 
for silver declined. In 1877, the Latin 
Union suspended the coinage of silver, 
Holland having already done so. 

As early as 1875 European bi-metal- 
lists urged the calling of another inter- 


KEYSTONE = UNDERWOOD 


Dr. Edwin W. Kemmerer, research pro- 

fessor of international finance at Prince- 

ton University. “The gold standard is far 

from being a perfect standard. ... Dur- 

ing the last generation, however, the 

value of silver has been even more un- 
stable”’ 


national conference. In 1876 Holland 
suggested such a conference in the in- 
terests of bi-metallism. In the United 
States the subject had not yet caught 
public attention. The “crime of ’73” had 
not been discovered, and no one in 
Congress seemed to be at all disturbed 
about the American legislation of 1873 
and 1874. 

The beginning of silver discussion in 
the United States dates from April, 
1876, when Senator Jones of Nevada 
first suggested an international bi-metal- 
lic agreement. Congress then appointed 
a silver commission which, in its report 
of March 2, 1877, recommended resto- 
ration of the double standard. Silver 
thereupon stepped to the footlights and 


held that place until almost the end of 
the century. 

The legislation creating the Bland- 
Allison dollar in 1878 also authorized 
the calling of an international confer- 
ence which, at the invitation of the 
American Government, was held in 
Paris the same year. Had America not 
previously commenced large-scale coin- 
age of silver, the results of the confer- 
ence might have been different. But, 
from the standpoint of the American 
Administration, the conference seems to 
have been simply a means of postponing 
consideration of the silver question at 
home. It had for its object “a common 
ratio between gold and silver.” 

Between 1867 and 1878 many 
changes had occurred. The United States 
delegation was now bi-metallic—also, 
Italy’s. Belgium and Switzerland were 
the chief opponents of bi-metallism, and 
France, previously an eager exponent 
of international uniformity in coinage, 
was in 1878 lukewarm even to the 
thought of a conference. It seems that 
all Europe was now waiting to see how 
much silver America and Asia would 
take off the market, and so long as there 
was an outlet for the metal at the 
American mints, Europe preferred to 
mark time. If the Bland-Allison Law 
had been suspended, Europe would have 
been amenable. But as it was, the Amer- 
ican silverites had been too enthusiastic 
at home and had injured their cause 
abroad. In Europe only the Austro- 
Hungarian mint by 1879 remained open 
to silver. The (CONTINUED ON PAGE 62) 


KEYSTONE — UNDERWOOD 

Senator Key Pittman of Nevada. At the 

last session of Congress he introduced 

a bill to have the Treasury purchase not 

over 5,000,000 ounces of silver a month 

at the market price for coinage into sil- 
ver dollars and subsidiary coins 
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$24,281,346,000 in 44,352,106 


Savings Accounts 


ITH the close of June 30, 1932, 

\f savings deposits as represented 

in savings accounts and time cer- 
tificates in banks and trust companies of 
the United States aggregated $24,281,- 
346,000, a decrease from a similar date 
of the previous year of $3,925,898,000; 
on the basis of reports received by the 
Savings Division, American Bankers As- 
sociation. Thus the stagnation in agri- 
culture, industry and commerce, which 
first manifested itself in 1929, took 
drastic toll of the backlog laid up by 
toil and money management during the 
prosperous years and turned back the 
savings total to a sum about $500,000,- 
000 less than that of June 30, 1926. The 
total of almost $28,250,000,000 in 1928 
suffered a slight recession in 1929. The 
continuing depression in 1931 threat- 
ened the all time record total of almost 
$28,500,000,000 on deposit in 1930. 
Those slight losses are insignificant 
when compared with the decrease rep- 
resenting an average loss this year of 
$33 and in some areas of more than $50 
per inhabitant. 

Of greater social significance than 
the decrease in savings deposits is the 
loss of 7,047,340 in the number of de- 
positors, which dropped from 51,399,- 
446 a year ago to 44,352,106. This 
decrease is in the face of a population 
increase of 752,400. The high record of 
53,188,348 depositors in 1928 has now 
dwindled to 44,352,106, a loss of over 
8,800,000, despite a population increase 
in the United States during this time 
of 4,809,000. Three states light up this 
melancholy roll of lessened number of 
depositors: Colorado with an increase 
of over 37,000, Tennessee with almost 
9,000 and Missouri with almost 100. 

The loss both in savings deposits and 
in depositors can not be explained away 
by reference to closed banks, hoarding 
or postal savings, although each has 
contributed a part. The reports show 
an advance of about $300,000 in postal 
savings redeposited in banks. Hoarded 
money a year ago was estimated at 
about twice the usual amount, $800,- 
000,000 to $1,000,000,000. Although the 


By W. ESPEY ALBIG 


This is the annual summary of savings 

deposits and depositors, prepared by 

Mr. Albig, Deputy Manager of the 
American Bankers Association 


With the decline in business ac- 
tivity the People of the United 
States have been urged from 
many quarters to spend rather 
than to save part of their earn- 
ings. Economic ills would 
speedily be cured, it was 
claimed, if the recipients of 
earnings and wages would 
simply return their money to 
circulation by spending. What 
better answer could be given 
than this: that on the whole 
the savers have spent all their 
earnings and wages of the past 
year and in addition almost 14 
per cent of the sum accumu- 
lated in previous years.—The 
Author 


sum hidden possibly increased for a 
time, later a considerable volume was 
returned to circulation. The present 
amount hoarded is probably not more 
than $500,000,000 in excess of that a 
year ago. Many of the closed banks 
have reopened, liquidated in part, or 
have been reorganized; therefore, the 
savings deposits held by them at the 
time of their closing can not entirely 
be added to the total of savings recorded 
for this year. 

No great amount of wealth has been 
sent out of the country, for the financial 
stability of the United States during 
this year has not been seriously ques- 
tioned. Stock and security purchases 
have been at a minimum. There remains 


the inescapable fact that the great 
shrinkage in savings has been caused 
by withdrawals for support, including 
the payment of that burden which has 
become so grievous—taxation. 

What of the cry that if every person 
would spend $10 from savings, pros- 
perity would be at hand? According to 
the record, every person during the year 
spent all his earnings and in addition 
$33 from his savings. Over 5.5 per cent 
of the population, or more than 13 per 
cent of the savers in banks, spent all 
their savings and closed their accounts. 
Yet prosperity waits “around the cor- 
ner.” 

Saving and the depositing of that sav- 
ings in banks, or investing it directly or 
indirectly, do not slow down the normal 
movements of trade and industry. The 
money is simply placed in other hands 
for spending. It is not removed from the 
ordinary channels of business. It is only 
utilized by persons other than those to 
whom it was originally paid for goods 
or services. The total purchasing power 
of the country is not one whit reduced 
by accumulated savings deposited in 
banks. 

There remains no doubt of the neces- 
sity for savings, both from a social and 
an individual viewpoint. The individual 
must provide himself with a buffer of 
savings for the recurrent cycles of un- 
employment and low return from in- 
vestments. Only in dreams does a plan 
of regularized industry, trade and com- 
merce prevail. Socially, savings are 
necessary to replace the inroads made 
on capital by obsolescence, changed 
trends in industry and the friction of 
moving machinery. Progress will not be 
denied. Despite the present slight re- 
quest for both capital and consumers’ 
goods and the consequent decline in 
production and the demand for funds, 
the annual average 3 per cent produc- 
tion increase, now three years delayed, 
will eventually make itself felt. Warn- 
ing against too great savings on the part 
of the people is scarcely necessary, par- 
ticularly at this time when savings ac- 
counts alone in so many cases furnish 
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the only avenue between physical need 
and organized charity. 

The clamor for spending is closely 
akin to the widespread belief that banks 
hoard savings or other deposits and thus 
remove them from use in trade and in- 
dustry. The liquid condition of banks is 
emphasized as proving the fact. Liquid- 
ity does not imply hoarding. It connotes 
investments of the highest type which 
on brief notice may be converted by the 
bank into cash at approximately the 
same price for which they were pur- 
chased. Thus the demands of the banks’ 
customers may be met promptly. 

Individual deposits, made up of sav- 
ings and checking deposits, have de- 


creased since 1928. The decline during 
1929 and 1930 was relatively slight, al- 
most $700,000,000. For the year ending 
June 30, 1931, the more precipitate drop, 
amounting to $2,960,821,000, was but 
an earnest of the action for the year just 
closed, which registered a decline below 
1931 of $8,557,341,000. Thus, since 1928 
individual deposits have contracted 
from $51,199,264,000 to $39,306,214,- 
000, or a decline of $11,893,050,000. In 
the face of this recession the loss in sav- 
ings seems less serious. 

Checking or demand deposits de- 
veloped a lagging tendency in 1927, 
when they stood at $23,015,328,000. A 
year ago they amounted to $19,656,311, 


SUMMARY OF SAVINGS DEPOSITS AND DEPOSITORS IN THE BANKS AND TRUST COM- 
PANIES OF CONTINENTAL UNITED STATES COMPILED FROM REPORTS RECEIVED BY THE 
SAVINGS DIVISION, AMERICAN BANKERS ASSOCIATION 
(June 30, 1932) 


Loss in 
Savings 


per 

Inhab., 
1932 32 

Over 1931 Over 1931 Over 19 


Savings, (1) Per 
1932 Inhab., 
(000 Savings, 

Omitted) 1932 


301,483 $372 
222,658 476 


States 


Maine..... 
New Hampshire. 
Vermont 


Rhode 
Connecticut . 
New England ‘State: 


New York............. 
New Jersey. 
Pennsylvania. 
District of Columbia . 
Delaware.......... 
Maryland 
Middle Atlantic States 11,434,488 
217,993 
117,226 
66,876 
34,282 
116,071 
72,079 
72,524 
57,626 
121,535 
183,030 
42,936 
141,458 
126,626 
»370,262 


Virginia . 

West Vi irginia . 
North Carolina. 
South Carolina 
Georgia........ 
Florida 


Mississippi 

Louisiana. . 

Texas. ........ 
Arkansas. ... 
Kentucky....... 
Tennessee (2)........... 
Southern States....... 


Indiana.......... 
Illinois. ..... 
Michigan.... 
Wisconsin . 
Minnesota 


810. 185 
419,687 
424,974 
256,009 
319,180 
4,340,663 


Missouri 
East Centra! States... . 


North Dakota. 

South Dakota. . 
Nebraska... . 

Kansas 

Montana. . 

Wyoming. 

Colorado. . . 

New Mexico. . 
Oklahoma. . . 
West Central States. 


40,310 
40,253 
90,034 
91,849 
50,106 
20,005 
97,825 
9,670 
88,253 
528,305 


180,700 
97,752 
1,699,123 
24,216 
47,658 
16,609 
19,931 
2,085,989 


Washington . 
Oregon 
California. . . 
Idaho... .. 
Utah 

Nevada 
Arizona.... 
Pacific States.. 


24,281,346 
43,237 
24,324,583 


United States......... 


Hawaii. 


United States & Hawaii 


Per Cent 
Loss in 
Savings 


Per Cent 
Gain in 
Savings 


Inhab., 
1932 
Over 1912 
94.8 
103.4 
119.0 
136.9 
90.0 
110.4 
122.8 


Per Cent 
Gain in 
Savings 


per 
In 


Number of 


Savings 

Depositors 
640,666 
363,857 
312,483 
3,793,714 
396,404 
1,394,818 
6,901,942 


9,434,298 
2,629,440 
4,997,923 
322,842 
121,546 
934,790 
18,440,839 


» 


153.8 
177.1 
147.3 
540.5 


t= 


552,341 
307,415 
*372,879 
77,997 
359,289 
*181,454 
*230,929 
93,204 
392,341 
*317,149 
85,702 
328,586 
*179.533 
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tIncludes complete reports from national banks in all states and from state chartered banks and trust companies in 


thirty-nine states. 
—Decrease. 
*No report of depositors in state chartered banks 
(1) Estimated census for July 1, 1932 
(2) June 15, 1932 


and trust companies received for 1932. Last reported figures used. 
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000. They continued to decline this year, 
falling to $15,024,868,000, the lowest 
point since 1919, a contraction of $4,- 
631,443,000 under 1931. In relation to 
savings deposits they are lower than at 
any period covered by the tabulations 
of the Savings Division which run back 
to 1910. In that year checking deposits 
were 14 per cent greater than savings 
deposits, and in 1919 they were 18 per 
cent greater. They are now 38 per cent 
less. 

Since demand deposits are in the 
main created by discounts, necessary un- 
der normal business conditions, it is not 
surprising that the volume of these de- 
posits in a period of stagnation should 
reach a low point. An interesting con- 
jecture would be the volume of checking 
deposits at the absolute minimum of 
discounts. 


RUGGED NATURE OF SAVINGS 


SAVINGS deposits in no case represent 
the proceeds of loans. They represent 
the balance between earnings or wages 
and expenditures. The rugged nature of 
savings is indicated by the fact that 
while checking deposits have declined 
about $8,000,000,000 since 1927, savings 
deposits have decreased less than $2,- 
000,000,000. 

Many disturbing factors entered into 
the savings situation this year. Their 
number is unprecedented, and it is im- 
possible to point out the distinctive 
effect of each. Unemployment arises 
from many causes. Back of it are re- 
duced prices for grain, dairy products, 
minerals and processed goods; lessened 
exports; and droughts. This year almost 
all the factors are destructive. In many 
of the farming areas mortgages have 
increased rapidly. A lowered price for 
products has called forth more produc- 
tion, so that quantity at a reduced price 
would supply the sorely needed money 
formerly secured through quality pro- 
duction at an advanced price. Diversifi- 
cation of crops is not always possible 
because of natural conditions of soil, 
temperature and rainfall. The brevity of 
the depression during 1920-1921 came 
through the demand for building con- 
struction and for automobiles. No such 
stimulus has appeared in the present 
recession. 

In times of world-wide depression, as 
at present, a creditor country, such as 
the United States, suffers from the en- 
forced decline of exports to debtor 
countries. These countries are under the 
compulsion of holding their meager sup- 
ply of gold in order to support their 
currencies. Therefore, to husband it as 
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much as possible during a time when 
foreign loans are not to be had, when 
tariff barriers or embargoes or quotas 
hamper their exports to their creditors, 
who in turn expect interest and capital 
payments on their former borrowings, 
they deliberately and drastically reduce 
their purchases from their creditors. 
Thus, the export of gold is decreased. 

Creditor nations are not numerous, 
being limited to Great Britain, France, 
Belgium, The Netherlands, Sweden and 
Switzerland, in addition to the United 
States. Debtor nations are numerous 
and include such countries as Germany, 
Canada, Italy, Japan, Australia and the 
South American countries. Therefore, 
the back-up of raw and finished prod- 
ucts, which under normal conditions 
would be distributed to these debtor 
countries by the United States—one of 
the large creditor countries—has been 
most serious in its effect on employment 
in the United States. All this reduces 
earnings and consequently savings. The 
effect of foreign trade on the prosperity 
of this country has been too little un- 
derstood and appreciated by the people 
of the United States, particularly in 
those areas not bordering on the sea. 
Naturally not all the states or divisions 
of the country faced recessions of similar 
proportions. In some areas there were 
a good many more factors operating 
than in others. 


C/D’S AND PASS BOOKS 


THE trend of savings from time certifi- 
cates of deposit to savings deposits on 
pass books continues. Practice changes 
slowly. As the physical frontiers were 
pushed westward, banks found immedi- 
ate use in commercial ventures for their 
deposits. Earnings not immediately 
spent by their owners were usually set 
aside for a specific object at a definite 
date in the future. The time certificate 
of deposit served this purpose admirably 
and enabled the bank to estimate its 
financial condition at any time. 

As surplus earnings grew, savings de- 
partments were organized by banks; 
however, the change from the certificate 
of deposit to the pass book has been 
slow. The customer was loth to change. 
Many bankers did not take kindly to 
a system under which a depositor could 
call for his money at any time. The 
greater use of the pass book has bene- 
fited both. Ten years ago 15.4 per cent 
of total savings was represented by time 
certificates of deposit; five years ago, 
12.5 per cent; and in 1932 time certifi- 
cates of deposit represent but 10.8 per 
cent of total savings. More and more 
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Fifth Avenue Feels Christmas 


GALLOWAY 


Spending versus saving. The point of view supplies the 
explanation. Those who see a great volume of injudicious 
buying and mortgaging of the future for its payment be- 
lieve spending is out of all proportion to savings. Change 
the picture about so that the observer sees the great sums 
set aside from earnings and wages for savings, and he 
forgets the great volume spent and cries out against savings 
deposited in banks. The proper balance doubtless is being 


maintained.— 


the time certificate is being used for its 
real purpose, that of arranging for the 
use of money by a bank up to a stipu- 
lated date, at which time the owner ex- 
pects to apply it to a purpose that he 
had planned in advance of the money’s 
deposit. 

New England, with a loss per in- 
habitant of 9 per cent, may not have 
suffered severely from drought, for New 
England even in the summer time usu- 
ally has copious rainfall; but potato 
prices in famed Aroostook County faded 
until they failed to cover the cost of 
package and transportation. The shade- 
grown tobacco brought a lower price, 
the machine tool industry lagged, the 
quarries suffered from light construction 
programs. Both the textile plants and 
the shoe factories were busy only at 
times. Fishery products had a lessened 
demand at a lower price range. 

The recession of $429,000,000 means 
that $54 is subtracted from the savings 
account of each man, woman and child 
in New England. The savers who closed 
their accounts number 590,000—more 
than the population of either Vermont 
or New Hampshire. Since the greatest 
recessions in savings deposited in banks 
in this area occurred in Massachusetts 
and Connecticut, the popular hysteria 
which swept several districts in those 
states apparently brought in their wake 
an augmented loss in savings and an 
abnormal decline in savings depositors. 
Despite the decline in savings deposits, 
Massachusetts continues to head the list 


The Author. 


with the highest deposit per inhabitant, 
$604. Since 77 per cent of the individual 
deposits last year were savings deposits, 
the decrease of $750,000 in individual 
deposits took heavier toll of savings de- 
posits than of demand deposits. 


MIDDLE ATLANTIC STATES 


THE Middle Atlantic states always 
do things in a large way. It is true in 
decrease in savings. From a total oi 
$12,857,527,000 a year ago to $11,434,- 
488,000 now, the loss is $1,423,039,000, 
or $51 per inhabitant. New York, which 
has a savings aggregate of more than 
any four other states, if we eliminate 
California from the list, has suffered 
this year from low prices on farm and 
dairy products, stagnation of industry, 
depressed transportation and a disap- 
pearing foreign commerce. Naturally, 
unemployment, part-time work and re- 
duced wages, with consequent drain on 
savings funds, have been prevalent. De- 
spite this situation New York follows 
Massachusetts closely in amount of sav- 
ings per inhabitant, $571. The loss from 
last year is $48 per person. 

This loss is only slightly less than 
Maryland, with New Jersey closely fol- 
lowing, and Pennsylvania considerably 
in the rear with a loss of $60, or over 
20 per cent. Delaware withstood the 
shock with a loss of only $5, or 1.9 per 
cent. The District of Columbia, which 
draws such a large part of its sustenance 
from governmental activities, rolled 
back the tide (CONTINUED ON PAGE 43) 
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THE 
MONTH 


PRESIDENT-ELECT: He extended 

“deep appreciation to the electorate 

of this country which has given me 

this great vote of confidence. .. . 

This clear mandate shall not be for- 
gotten” 


VICE PRESIDENT-ELECT: No- 

vember 8. Nine P.M. “Well, it’s all 

over. There’s no use in staying up 
any longer” 


GALLOWAY 


KEYSTONE~ 
UNDERWOOD 


KEYSTONE-UNDERWOOD 


JUSTICE: How the home of America’s highest tribunal 


in Washington will look when completed 
GALLOWAY 


CHILDREN: The 
welfare and hap- 
piness. of thou- 
sands of children 
are threatened by 
the depression 
and the gains of 
two decades are at 
stake, said New- 
ton D. Baker, re- 
porting as chair- 
man of the Wel- 
fare and Relief 
Mobilization of 
1932 


HUNGER: En- 
gland’s “hunger 
marchers”, in- 
cluding a women’s 
section, converged 
upon London to 
protest against the 
unemployment 
means test. Photo 
shows a young 
girl addressing a 
meeting in Luton 


KEYSTONE-UNDERWOOD 
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EDITORIALS 


The Glass Bill 


THE GLASS BILL in its present form provides 23 
specific changes in the Federal Banking statutes. 
When Senator Glass introduced the measure last 
April he said that the situation called for immediate 
action. Fortunately in the intervening seven and a 
half months, whatever reasons for haste there might 
have been have disappeared. Congress is now able to 
approach consideration of the Glass Bill or other 
banking legislation in a calm spirit that will do much 
to reassure American business and hasten recovery. 

The general outlook has changed for the better and 
there is no reason why the psychology of last spring 
should carry over into the deliberations of Congress 
this winter, particularly with reference to fundamental 
alterations in the banking laws of the United States. 
On the other hand the situation calls for the utmost 
caution and a spirit of mutual goodwill and devotion 
to the country’s best interest regardless of political or 
party considerations. 


TWO YEARS AGO 


THE present Glass Bill had its inception in Senate 
Resolution, No. 71, passed in the second session of the 
Seventy-first Congress. Under the terms of this reso- 
lution the Senate Committee on Banking and Cur- 
rency, through a special subcommittee, was directed 
to make a careful survey of the Federal Reserve and 
national banking systems, and to report its findings, 
together with recommendations for the “more effective 
operation” of both systems. 

Hearings were held during January and February, 
1931. Some witnesses were invited to appear and 
others asked for permission to 
testify. Information was obtained 
also by questionnaires addressed to 
banks and by special investigations 
conducted under the auspices of 
the subcommittee. 

Summing up the results of these 
various activities Senator Glass 
stated in his report (dated April 
22, three days after the present bill 
was introduced) that public opin- 
ion was found to be “in an in- 
determinate state on the whole 
subject” and that it would be bet- 
ter to defer the preparation of a 
“completely comprehensive mea- 
sure for the reconstruction of our 
banking system”. Therefore the 
bill as it now stands is intended to 


supply certain immediate measures of reform, a pre- 
lude in other words to the “completely comprehensive” 
bill that is promised later. 


THREE TIMES 


ON January 21, 1932, Senator Glass introduced a bill 
(S. 3215) based on the findings of the subcommittee, 
but considerable opposition developed on the part of 
the banks to certain fundamental faults and the bill 
was withdrawn. A revised bill (S. 4115) was intro- 
duced on March 17. Once more an unfavorable re- 
action required its return to the subcommittee. 
Finally, a new bill (S. 4412) was introduced, on 
April 18, and reported to the Senate on the same day 
from the Committee on Banking and Currency. 

That, in brief, is the background. One reason for 
the objections of bankers to the bill in its January 21 
and March 17 forms was that it attempted to em- 
brace in one Omnibus measure a variety of funda- 
mental and unrelated changes, and that it would be 
impossible on that account to give each suggested 
change the study it deserved. This same objection, in 
lesser degree, might be raised against the bill in its 
present form. Indeed, one cannot read it without ques- 
tioning the wisdom of trying to include within one 
bill so many important innovations in banking, each 
one of which would better be considered wholly on 
its individual merits. 


The Meaning of Liberal 


DR. NICHOLAS MURRAY BUTLER said re- 
cently that the Republican Party should liberalize it- 
self. This declaration, coming from 
a distinguished person, would be 
an event in any case, but in addi- 
tion to furnishing the suggestion, 
Dr. Butler went on to give what 
is probably the first authoritative 
definition, politically speaking, of 
“liberal”. A word that is used as 
frequently as liberal (or progres- 
sive) must mean something and 
should not be used merely to indi- 
cate perhaps, more or less, what the 
person using it might have intend- 
ed it to mean perhaps at the mo- 
ment, so to speak, when he used it. 
Dr. Butler says that the liberali- 
zation of the Republican Party 
means the espousal of balanced 
bud- (CONTINUED ON PAGE 54) 
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Its yield has not measured up to 

anticipations, but the bill has not 

yet had time to show what it can ac- 
complish.—The Author 


[PusLic—No. 154—72p Conaress] 
{H. R. 10236] 
AN ACT 
To provide revenue, equalize taxation, and for other purposes: 


Be it enacted by the Senate and House of Representatives of the 


United States of America in Congress assembled 


That this Act, 


divided into titles and sections according to the followin Table of 
Contents, may be cited as the “ Revenue “Act of 1932”: — 


The 1933 Deficit— 


$1,600,000,000 or $360,000,000— 


Will Government Economies Make 


By 
WILLIAM P. HELM 


When the new tax law hits its stride, the 

author believes that it will narrow the 

gap between outgo and income to about 

$1,000,000 a day, or considerably less 

than some estimates. Mr. Helm is a 

Washington writer on political and fi- 
nancial subjects 


HE prevailing fear that another 

huge Federal tax levy will be 

necessary soon to balance the na- 
tional budget appears unwarranted. 
Analysis of the Government’s figures of 
income and outgo shows a distressing 
trend toward another big deficit at the 
close of the current fiscal year, but it also 
indicates quite clearly that the deficit 
will not be so large as October forecasts 
have made it. 

What does not lie on the surface of 
these figures is the fact that the latest 
Federal tax bill is producing better re- 
sults than it is generally credited with 
producing. Its yield has not measured 
up to anticipations, but the bill has not 
yet had time to show what it can ac- 
complish. The first full month’s returns 
on the manufacturers’ excise and mis- 
cellaneous taxes fall far below the yield 
as estimated when the tax bill was 
passed, but because of the lag between 
the collection of the tax and its deposit 
in the Treasury, even the first month 
fails to give a correct picture of what 
the actual yield will be. 

That lag apparently has not been 
taken into merited consideration even 
by the proponents of the new tax law 
and, as a result, estimates of the pros- 
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Greater Tax Levies Unnecessary? 


pective deficit on June 30 next have 
ranged between $1,000,000,000 and $1,- 
600,000,000. These estimates have found 
force in the fact that by mid-October 
the deficit had passed the round total 
of $550,000,000. For the first three and 
one-half months of the fiscal year, the 
deficit accumulated at the rate of about 
$160,000,000 a month. Therefore, so 
runs the argument, for the full 12 
months it will amount, at that rate, to 
12 times $160,000,000, or $1,920,000,- 
000. Knock off a few hundred millions 
for a possible pickup later in the year 
and the outside prediction of $1,600,- 
000,000 is the result. 


OTHER LEVIES ACCOUNTED FOR 


THIS method of forecasting, however, 
allows nothing for increased collections 
of individual and corporation income 
taxes because they will not begin to 
pour into the Treasury until next 
March 15—and the fiscal year ends 
June 30. There will be two collections 
of those taxes—March 15 and June 15 
—within the year. They do not appear 
at all in the Treasury statement now, 
of course; but their effect on reducing 
the apparent deficit will be very real 
and substantial toward the latter part 
of the year. 

Nor have two other substantial pro- 
visions of the new tax law appeared as 
yet in the Government’s financial state- 
ments. These cover the estates tax 
which will not begin to operate before 
next summer so far as receipts are con- 
cerned, and the limitation of security 
losses and other changes, largely ad- 
ministrative, in the income tax adminis- 


tration. That item amounts to $80,000,- 
000. And another still absent item, 
though a minor one, is the gift tax, 
estimated to yield $5,000,000 a year. 

A careful study of the figures leads 
to the conclusion that when these pro- 
visions of the law begin to show their 
effect, they will cut wide swaths into the 
year’s deficit. Indeed, it seems alto- 
gether probable that the deficit for the 
current year will be held to around 
$750,000,000, due to their operation, al- 
though it is equally likely that it will 
swing up to $1,500,000,000—and may 
exceed that figure—by next March 15. 
From that date, however, it should be- 
gin to fall rapidly. 

If the Treasury were to be under the 
necessity of raising $750,000,000 addi- 
tional by taxes to balance this year’s 
prospective deficit, then the gloomy 
forecasts for a huge new Federal levy 
would be justified. But, apparently, the 
Treasury will be under no such obliga- 
tion. That deficit in all likelihood will 
be financed, as were the deficits of 1931 
and 1932, by borrowings. The raising of 
additional levies by taxes, from long- 
established custom, is pointed at the 
coming fiscal year. 

And even on the first month’s re- 
turns under the new tax law, incomplete 
though they are at this time, the clear 
indication is that when the new law 
gets into full swing, the maximum dif- 
ference between receipts and estimates 
hardly will exceed $30,000,000 a month, 
as will be shown presently. On a 12 
months’ basis, therefore, the prospective 
deficit for 1934—the fiscal year—would 
approximate (CONTINUED ON PAGE 40) 
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tet Photography cut 


Your Bookkeepin g Costs 


Recordak Photographic 
Plan of Single Posting re- 
places expensive clerical dupli- 
cation of work with inexpensive 
photography. 

It applies the most advanced 
system of bank bookkeeping yet 
devised — with unusual safety 
features for both bank and de- 
positor, and providing econo- 
mies hitherto unobtainable. 

Its photographic records savea 
third in labor, 40% in machines, 
dispenses with 50% of the sta- 
tionery usually used, and saves 
up to 90% in filing space. These 
records also protect you against 
canceled check frauds, inside ir- 
regularities, errors and disputes. 
The film records are safe against 
alteration and do not permit of 
substitution or extraction with- 
out leaving tell-tale evidence. 

You invest no money. In fact, 
you will find that Recordak far 
more than pays its own way. 

The Recordak Plan has proved 
itself — through daily use in 
scores of banks. Write us now 
for a list of users and complete 
information. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue—New York City 


> 
$25 a Month 
puts Recordak jn your pbank—no charge 
for installatio® or upkeeP- Film (n- 
cluding developing) costs $5-5° per 
\ 200-foot roll. Requiring no capital 
investments Recordak pays substantial 
gividends from the start. 
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(CONTINUED FROM PAGE 38) 
$360,000,000. That would be the addi- 
tional amount required in new taxes. 

The choice therefore would present 
itself as follows: Shall the $360,000,000 
be raised by fresh taxes, or shall the 
deficit be met by cutting the Govern- 
ment’s spendings by $360,000,000 or 
more a year? 

The latter course can be followed. 
And if it is followed, the need for any 
new imposition of taxes at once is dis- 
sipated, and the present tax law would 
suffice. 


FIRST MONTH’S INDICATIONS 


THIS assumpticn is predicated upon 
two bases: first, that the present rate 
of Government spendings is not in- 
creased; and, second, that the Treasury’s 
estimates for additional yield from the 
higher income tax levies are fairly 
sound. There seems adequate ground for 
believing that these estimates are con- 
servative and much nearer the mark 
than were the estimates of yield of 
manufacturers’ excise and miscellaneous 
taxes. The Treasury is in possession of 
accurate records on which to base its 
income tax forecasts, but it is at the 
mercy of market and other vagaries 
which cannot be foretold accurately in 
computing excise and miscellaneous 
taxes. 

The accompanying tables show the 
extent of apparent error in making up 
estimates of yield from the excise and 
miscellaneous taxes. In the columns 
marked “estimated” are given the 
amounts expected in tax yield of each 
item at the time the tax bill was passed. 
The column marked “probable yield” 
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Table I. Manufacturers’ 


COMMODITY TAXED 


Lubricating oil, 4c per gal. 


Malt sirup, 3c per lb. 
Grape concentrates, 20c per gal. 


Brewers’ wort, 15c per gal. ! 


Imported gasoline, crude oil, etc., sane 


lumber and copper.............. 
Tires and tubes, 2%4c and 4c per Ib. 


Toilet preparations, 10% ; soaps, 5% 


Furs, 10%... 
Jewelry, 10%............ 


Passenger 3%... 
Trucks, 2%............ : 
Parts and accessories, 2% 


Radio and phonograph equipment, 5% 


Mechanical refrigerators, 5% ...... 


Sporting goods and cameras, 10% ..... 
Firearms and shells, 10%................... 
Matches, wood, 2c per M; paper c........ 


Candy, 2%...... 
Chewing gum, 2%.. 
Soft drinks, various rates... 


Electrical energy, 


Gasoline, le per gal. 


Excise Taxes | 


Estimated Probable 


ANNUAL YIELD 
$ 16,800,000 | 


...$ 33,000,000 


Total yield, as estimated at the time the 


tax bill was passed......................... 


Probable yield on basis of returns for 


first full month 


Overestimate (about) 


82,000,000 9,780,000 
6,500,000 6,500,000 
33,000,000 16,044,000 
13,500,000 10,200,000 
12,000,000 7.440.000 
9,000,000 2°172.000 
32,000,000 12,936,000 
3,000,000 1,608,000 
7,000,000 4,006,000 
9,000,000 1,992,000 
5,000,000 1.284.000 
5,000,000 2,436,000 
2,000,000 624.000 
4.000.000 1,356,000 
4,000,000 
1,000,000 } 3,672,000 
7,000,000 6,888,000 
39,000,000 24,480,000 
150,000,000 136,908,000 
$457,000,000 
267,126,000 
$190,000,000 


in each case simply projects for 12 
months the actual yield to the Treasury 
for the first full month of collections, as 
announced by the Bureau of Internal 
Revenue late in October. That full 
month covers collections in September, 
and these in turn cover business done 
partly in August, because the law al- 


Table II. Miscellaneous Taxes 


SUBJECT OF TAXATION 


ANNUAL YIELD 
Estimated Probable 


Telephone, telegraph, radio and cable 


messages 


Admissions 


Stamp taxes: 


Issues of stock and bonds 
Transfers of stock and bonds 
Conveyances 
Future sales of produce . 


Oil transported by pipe lines 
Leases of safe deposit boxes 

Checks 
Boats ............. 


pana $ 22,500,000 


$ 16,008,000 


Total yield, as estimated at the time the 


tax bill was passed 


Probable yield on basis of returns for 


first month 


Overestimate (about) 


42,000,000 18,072,000 
6,500,000 7,692,000 
25,000,000 51,840,000 
8,000,000 8,000,000 
6,000,000 4,632,000 
8,000,000 5,304,000 
1,000,000 2,448,000 
78,000,000 45,516,000 
500,000 168,000 

... 197,500,000 

159,680,000 


$ 38,000,000 


lows 30 days in most instances for re- 
turns to be made to the Treasury. 

Here, then, is a showing based on the 
first month of the law’s operation, and 
there seems to be little room for doubt 
that it is below what the actual collec- 
tions will total for the year. In some 
cases, it is apparent that the figures are 
materially below what may be expected 
in the future, for the tax was levied 
on goods manufactured after the law 
was passed; and August sales were, in 
large measure, of goods made before 
the law was passed—goods already on 
retailers’ shelves and on which no tax 
was collected when they were sold to 
the consumer. Later months undoubt- 
edly will carry the yields to higher fig- 
ures. 


FINALLY, THESE TOTALS 


HOWEVER, even on the basis of that 
early showing, the manufacturers’ ex- 
cise tax would yield $267,000,000 dur- 
ing the present fiscal year, which com- 
pares with $457,000,000 estimated. The 
maximum failure of that provision of 
the law toward balancing the budget 
would be $190,000,000. 

Similarly, the miscellaneous taxes 
would fall (CONTINUED ON PAGE 71) 
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uring two-thirds of a 
century this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


An understanding of the 
requirements of Banks and 
Bankers has been developed, 
and banks in turn, have found 
here a connection upon which 
they can place reliance. 
The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


Established 1863-Charter Number Eight 
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7 00,000 
CUSTOMERS 


These customers alone 


would constitute the 


ninth largest city in 


the United States. 


FIRST 


NATIONAL BANK 
DETROIT 


Established 1863 


RESOURCES APPROXIMATELY 
$500,000,000 


A CONSOLIDATION OF 
PEOPLES WAYNE COUNTY BANK 
AND FIRST NATIONAL BANK 


om 


= 
= | 
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$24,281,346,000 in 44,352,106 Savings Accounts 


of recession and advanced its savings 
$2 for each inhabitant of the district. 
However, the savers who closed their 
accounts numbered 2,200 more than 
they who opened them. The District of 
Columbia alone of all the list showed 
a gain in savings deposits. 

Pennsylvania fared badly. The 
chronic illness in the bituminous coal 
industry, lessened activity in anthracite 
due to substitutes for heating, low 
operating schedules in the heavy iron 
and steel industries, low prices for dairy, 
farm and poultry products, and de- 
creased activity on steam railroads 
could not fail to be reflected in a heavy 
loss in savings deposits. The fear of the 
stability of banks after popular unrest 
had demonstrated how easy even a sol- 
vent bank could be closed had a place 
in the decrease of deposits and the more 
than 1,000,000 loss in savings de- 
positors. 

Maryland more and more in recent 
years has quickened to the increasing 
sea-borne commerce, shipbuilding, iron 
and steel industry, market gardening, 
farming and fishing. All of these indus- 
tries are now in eclipse. The decrease 
in depositors in the Middle Atlantic 
states stands at 1,582,690, a figure only 
slightly less than the population of 
Maryland. 


SOUTHERN STATES 


FOR two years in succession savings 
have suffered in the Southern states. The 
deflation of 1929 showed early in the 
price of farm products of all kinds. 
Wages in industry for the most part re- 
mained with little change till compara- 
tively recent months. Florida, a member 
of the Southern states, geographically if 
not in products, is leading the way back, 
having suffered only a $2 per inhabitant 
loss this year against $10 last year. 
Louisiana and Texas, two states which 
a year ago faced the oncoming storm 
with little or no loss in savings, this year 
suffered heavily. Tennessee is the most 
eastern state to show a gain in savings 
depositors, the increase amounting to 
8,943. The whole group has a diminu- 
tion of $9 per inhabitant and a loss of 
500,637 savings depositors. The decrease 
in savings deposits is considerably less 
than one-half the decrease in individual 
deposits. 

In this area in normal times the sup- 
ply of demand deposits in banks is not 
sufficient for financing industry and 
trade. Therefore, savings deposits are 


(CONTINUED FROM PAGE 35) 


used for this purpose rather than in the 
manner contemplated by the savings 
business. This action serves to keep the 
interest rate on savings deposits low, 
for returns on commercial banking do 
not justify higher rates. 

During times of popular unrest wise 
bankers will not risk investing money 
in first class mortgages on homes or 
other improved property, or in long-term 
bonds. To do so involves them in the 
possible embarrassment of needing 
money to meet the demands of their 
customers and being unable to secure 
it because the mortgages and bonds are 
not eligible for discount at the Federal 
Reserve banks. Eligible paper does not 
yield a large return. Although the Fed- 
eral government, through the Federal 
Reserve system, aims to facilitate the 
commercial business of the country, it 
has developed for times of stress no 
machinery for safeguarding or assisting 
the bank which receives and invests in 
other than paper eligible for discount 
the people’s savings, a sum that now 
comprises 62 per cent of the individual 
deposits of all the banks in the United 
States. 


EAST CENTRAL STATES 


THE East Central group, made up of 
Ohio, Indiana, Illinois, Michigan, Wis- 
consin, Minnesota, Iowa and Missouri, 
follows the Middle Atlantic states in 
the volume of savings deposits, and has 
within its borders the greatest diversity 
of climate, production and industry. 
Last year this group, due to slackening 
demand for machined products and the 
products of farm and dairy and mine, 
was unable to continue the upward 
swing of savings deposits. This year the 
recession was drastic, ranging from a 
loss of $20 per inhabitant in Missouri 
to $67 in Iowa. The decline in savings 
deposits amounted to $1,317,286,000, or 
23.6 per cent, the greatest loss in any 
group, and less by only $106,000,000 
than the loss in the Middle Atlantic 
states, with deposits more than twice as 
much. 

The loss in depositors is on the same 
large scale, being 3,741,569, or consider- 
ably more than twice the loss in the 
Middle Atlantic states, although the 
population of the East Central states 
is scarcely more than one-sixth greater. 
Missouri, the state showing the least 
loss per inhabitant in the group, is able 
to show an increase in the number of 
depositors, 94. 


In this group also the decrease in 
individual deposits is greater on the side 
of demand deposits than on that of 
savings deposits. 


WEST CENTRAL STATES 


THE West Central states are preemi- 
nently given over to farming, stock-rais- 
ing and mining. Practically all of these 
industries have been depressed for two 
or more years. Not only have prices de- 
creased, but markets have disappeared. 
Increased acreage given to wheat in 
Argentina, Canada and other countries 
farther distant has proved ruinously 
competitive with American wheat. Beef 
and pork products lack a good market. 
The sugar beet industry has fared better 
and the production of gold has in- 
creased. The world-wide depression has 
reduced the consumption of cotton, with 
a natural lowering of the price. 

The weight of farm mortgages, fol- 
lowing the high land prices of war time 
and the later period, makes an intoler- 
able burden in many areas and pre- 
vents a surplus of earnings for savings 
deposits. Savings deposits decreased 17 
per cent from a year ago and the num- 
ber of depositors declined by 140,717, 
equal to more than one-half the popula- 
tion of Wyoming. The decrease in sav- 
ings deposits was only slightly more 
than one-third of the decrease in indi- 
vidual deposits. Colorado, the center of 
the sugar beet industry, alone of all the 
states in this group, showed an increase 
in savings depositors, 37,147. 


PACIFIC STATES 


THE decrease in savings in the Pacific 
group shows a wide range among the 
various states. The smallest loss is that 
in California, 2.1 per cent. By reason 
of its great variety of products it stands 
somewhat apart from the rest of the 
group. Utah, with its mining and stock- 
raising, fared worst in savings deposits. 
The total recession was $330,895,000, 
with a decrease in depositors of 490,872, 
greater in number than the population 
of Arizona. Here again the decrease in 
demand deposits was greater than in 
savings deposits. 


HAWAII 


HAWAII, which two years ago had a 
very satisfactory rise in savings deposits, 
this year registers a loss of slightly more 
than $1,000,000. To offset the decrease 
in deposits there is a gain of almost 
3,000 deposi- (CONTINUED ON PAGE 59) 
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INVESTMENT FACTS FOUND IN A CROWD 


Concerning this crowd—as a crowd—insurance actuaries can make 
predictions. About 11 out of 100,000 people will commit suicide each 
year, for example. Which ones? No one knows. Out of every 100,000 
business firms, approximately 1,000 will fail each year. Investment 
experts of insurance companies know this. To both problems one 
simple safeguard is applied—diversification under trained supervision, 
This, in its simplest terms is the method of the composite security. 


North \merican 


FRUS SHARES 


Deposited Stocks in Each Unit of 


NORTH AMERICAN TRUST 
SHARES, 1955 


MAXIMUM CUMULATION TYPE 
CAs of August 15, 1932) 


CHEMICAL 

E. I. duPont de Nemours & eares 
Eastman Kodak Company 

The Procter & Gamble Company . 
Union Carbide & Carbon Corporation 


ELECTRICAL EQUIPMENT 
General Electric Company . 
Westinghouse Electric & Manufacturing Co. 


STEEL 
United States Steel Corporation 


FOOD 

The Borden Company ° 
Corn Products Refining Comp any 
National Biscuit Company . 
General Foods Corporation 
Standard Brands Incorporated 


RETAIL MERCHANDISING 
Drug Incorporated 

Sears, Roebuck & Co. 

F. W. Woolworth Co. . 


MACHINERY 


American Can Company ‘ 
American Radiator & Standard Sanitary Cc orp. 
Otis Elevator Company . 


FARM MACHINERY 


International Harvester Company 


TOBACCO 
The American Tobacco Company ‘'B’’ . 
R. J. Reynolds Tobacco Company ‘‘B’’ 


AUTOMOBILE 
General Motors Corporation 


PETROLEUM 
Standard Oil Company (New Jersey) 


RAILROADS 

The Atchison, Topeka & Santa Fe Railway Co. 
The New York Central Railroad Company 
The Pennsylvania Railroad Company 

Union Pacific Railroad Company . 


UTILITIES 

American Telephone & Telegraph Company 
Columbia Gas & Electric Corporation : 
Consolidated Gas Company of New York . 
The North American Company 

Pacific Gas & Electric Company . 
Public Service Corporation of New Jersey . 
The United Gas Improvement Company 


The deposited stocks in each unit of NORTH AMERI- 
CAN TRUST SHARES, 1956 (Maximum Distribution 
Type) consisted on August 15, 1932, of 1/25th ot 
the number of shares of the common stocks listed 
above excepting in the case of The North American 
Company. Stock dividends are not retained in the 
distribution type trust. 
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THE 


COMPOSITE SECURITY IDEA 


An Actuarial Approach to Security 


r THE composite security is a recent phe- 


nomenon. Yet already, according to 
latest estimates, approximately one million 
investors own composite securities of the 


so-called “‘fixed” trust type. 


It is to be wondered whether the signifi- 
cance of the composite security idea has 
been overlooked amid discussion of specific 


composite securities. 


Distributors Group, Incorporated, owned 
by a nationwide group of investment houses 
and banks, is the largest creator and distrib- 
utor of composite securities in the world 
today. It offers the following as the sound 
principles of such securities: 

No single security is as strong or as safe as a broadly 

diversified group of equally sound securities. 


2 Diversification sufficiently broad to provide fully 
adequate protection is not merely a matter of num- 
bers but of judicious selection as well. 


Once selection has been completed some provision 
3 must be made for meeting the broader changes in 
our economic life—but such provisions should not be 
so flexible as to encourage a temptation to abandon 
sound policies in the face of temporary crisis. 


4 The investor should have actual ownership in the 


securities which comprise the composite security 
and full privilege of liquidating his interest in them 
at any time for any reason. 


These are the principles underlying NORTH 
AMERICAN TRUST SHARES 1955 and 1956, 
largest of all unit type trusts. The investor 
who purchases these shares obtains actual 
equitable ownership in common stocks of 
34 great corporations. The market value of 
all the outstanding common shares of these 
»4 companies equals approximately half the 
market value of all the common stocks listed 
on the New York Stock Exchange. Elimina- 
tions from the portfolio may be made at any 
time but only for long-term investment rea- 
sons and solely for the purpose of maintain- 
ing the quality of the investment. No sub- 


stitutions are permitted. The investor knows 


at all times in which stocks his money is 


invested. Full details concerning the struc- 
ture and provisions of NORTH AMERICAN 
TRUST SHARES 1955 and 1956 are available. 
Of special interest to bankers is a booklet 
called ‘Building a Portfolio.” Copies will 


be sent free on request. 


The offering price of NORTH AMERICAN 
TRUST SHARES is based upon and varies with 
the actual New York Stock Exchange trans- 
action prices of the underlying stocks dur- 
ing market hours. (Full details of method 
of calculating offering price are contained 


in the Offering Circular.) 


DISTRIBUTORS GROUP, INCORPORATED - 63 WALL STREET, NEW YORK 


Owned by a Nationwide Group of Investment Houses 


CHICAGO BOSTON PITTSBURGH 


PHILADELPHIA 


LOS ANGELES NEW ORLEANS 


Ideas and Opinions 
A Time-Saving Digest of 


Current Business Thought 


This is a clearinghouse of items 
aimed to keep us informed with- 
out taking too much of our time 


ACCOUNT ANALYSIS 
INTELLIGENT account analysis fur- 
nishes the management of the bank with 
an idea of where they are heading profit- 
wise. A sound analysis of your bank, 
from the standpoint of profitable or un- 
profitable business, and a bold statement 
of the facts are part of the duties and 
responsibilities of bank auditors. I be- 
lieve bankers of the country have been 
backward for many years in dealing 
with this question. How foolish we have 
been to permit 50 per cent or more of 
the number of our accounts to be un- 
profitable to the bank! 

—Craig B. Hazelwood. 


REAL ESTATE MORTGAGES 
THE mortgage banker will find the 
solution of his present problems and a 
potent influence for his future success 
in making it his business to prove that 
the properties on which loans have been 
made were good properties, that they 
deserve repair and rehabilitation where 
necessary. It is to his best business in- 
terest to advocate that owners of prop- 
erty temporarily abandon their efforts 
to sell real estate and devote their time 
and necessary money to finding proper 
uses for the real estate which they own 
and to adapt such real estate, by proper 
maintenance and improvement, to such 
uses. 

—Harry Lee Martin. 


FEDERAL BOND ISSUES 

THAT when, as now, taxes are so high 
that they cannot be increased, Congress 
can borrow to spend without immedi- 
ately increasing taxes by the amount of 
the current and following year’s interest 
on the loan and without also greatly 
increasing the cost of the entire opera- 
tion, is a fallacy. A number of projects 
with an aggregate cost of $1,000,000,- 
000, provided taxes for them were im- 
mediately available, would cost tax 
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payers $1,800,000,000 if they were fi- 
nanced by an issue of twenty year four 
per cent bonds. 
—Elliott C. McDougal. 
e 


TAX COLLECTIONS 
THE way in which our tax-assessing 
and tax-collecting departments are run 
is responsible for the loss to the lending 
and buying public of millions of dollars 
annually. These departments should be 
handled from one county office. Deeds 
should be recorded only after the tax 
office has noted the change of owner- 
ship on its records and inscribed the fact 
on the deed itself. 

—William H. McNeal. 


WASTE MUST GO 

NO economic system can survive which 
will not support a standard of living 
commensurate with the social enlighten- 
ment of its day. Rather, it is our job to 
weed out of our system those colossal 
wastes involved in mere money-making 
without return of goods or services. We 
must eliminate the usurer whether he be 
found in high or low places. We must 
bail the water out of soaked and sink- 


ing capital structures. We must call 
waste by its right name wherever it is 
found and cast it overboard. 

—W. N. Doak. 


GOLD WITHDRAWALS 


FOREIGNERS can no longer speak 
quite so vociferously about our “steril- 
izing” vast quantities of the world’s gold 
supply—about our adherence to an in- 
jurious maldistribution of the yellow 
metal. When they put us to the test, 
our answer was “Come and get it.” They 
did, and we survived triumphantly. Let 
us hope that the three or four European 
countries which are now so well and 
amply supplied with gold will seek wide 
and economically serviceable uses for it. 

—Julius Klein. 


WORLD ECONOMICS 


ANY attempt to deal with the mone- 
tary situation without a satisfactory 
solution of the commercial problems 
must sooner or later fail. In the ab- 
sence of a radical change in the world’s 
commercial policy, I do not see a possi- 
bility for a really satisfactory outcome 
for a world conference on the monetary 
side. 

—Sir Walter Layton. 


e 
DECISION 


WE need fewer conferences and more 
decisions: fewer resolutions and more 
actions. This is a century of fascism. 
Within ten years Europe will be com- 
pletely changed and will be wholly fas- 
cist or fascistized. 

—Premier Mussolini. 


STRAUSS 


M. E. HOLDERNESS 
Vice-president, First National Bank in 
St. Louis; president, Missouri Bankers 

Association 


PUBLIC COOPERATION 


The public must be taught to 
realize that a bank is simply an 
institution that receives money 
from the public, its depositors, and 
loans that money to the public, its 
borrowers. If the public, through 
fear, misunderstanding or panic in- 
sists upon the bank’s repaying all or 
most depositors within a_ short 
period, the only way that the bank 
can accommodate them is by call- 
ing upon the public to repay loans 
or dispose of its salable assets under 
pressure. When the public, through 
fear, suddenly decides to draw out 
its deposits, it injures the public 
far more than the bank. 

—M. E, Holderness. 
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Goes On 


N the walls of 1,061 insurance offices 
scattered over this country hang certifi- 


cates to which their owners point with pride. 
Honor Certificates—issued by the U. S. F. & G. 
to agents who have served the company faith- 
fully and well for twenty years or more. 
Two hundred and ninety-one of them have 


been our agents for over thirty years. 


These veteran agents have witnessed many 
economic changes. Through wars, through 
panics, through catastrophes, through depres- 
sions, they have marched P roudly on=~secure These Companies originated and broadcast 


in the present, confident of the future, be- the slogan, “Consult your Agent or Broker 


cause of the stability, the permanence, the as you would your Doctor or Lawyer.” 
strength of the U. S. F. & G. 


Since 1896 the U.'S. F. & G. has promptly 
paid out $290,000,000 in claims and adjust- 
ment expenses. Today that prompt payment 
record stands as an assurance to agents and 
brokers that they are insuring the future of 


Unexcelled service on all casualty, surety, 


hei fire, automobile and inland marine lines 
their own business when they insure clients 11,000 Agencies and Branch 


with the U. S. F. & G. and the F. & G. Fire. offices in the United States and Canada. 


United States Fidelity & Guaranty Co. 


with which is affiliated 
» « « Fidelity & Guaranty Fire Corporation .. . 


HOME OFFICES: BALTIMORE, MD. 
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hard for a Hungry citizen 


HE boy whose stomach is empty cannot be 

expected to do good work at school. Babies 
undernourished through another winter may be 
handicapped by frail bodies through life. The hun- 
gry father of a hungry family is hardly the man to 
seek employment with persistence, or to do well on 
the job when he gets it. 


Before you can save a man’s soul it is often neces- 
sary to feed his body. You have no right to expect 
the civic virtues of patience, courage and honesty 
from starving, freezing men and women, If they 
preserve a just attitude towards the laws of the city 
in which they live, it is a miracle. 


This winter, as never before, it is the duty of all 
who are well-clad, well-housed, and well-fed to help 
the less fortunate. The fact that you gave last year, 
and the year before, does not lessen your responsi- 
bility. The fact that you cannot afford a large con- 
tribution must not deter you. The upturn of busi- 
ness with a gradual improvement of economic con- 
ditions does not remove the crisis of this moment. 
Emergency appropriations by the federal govern- 
ment amount to $300,000,000, but they meet only 
half the increased national needs for human relief. 


The rest is up to you! 


ITIZEN 


How will your dollars be used? First of all, they 
will feed the hungry, and relieve the absolute want 
of the unemployed. 


They will be used, also, to take care of the sick 
and aged. They will help to maintain hospitals, 
orphanages and schools. They will make possible 
clinics and visiting nurses. 


The dollars you give are invested in, the forces of 
civilization right in your community! 


WELFARE AND RELIEF MOBILIZATION, 1932 


The Welfare and relief Mobilization for 1932 is a cooperative 
national program to reinforce local fund-raising for human 
welfare and relief needs, No national fund is being raised; 
each community is making provisions for its own people; each 
community will have full control of the money it obtains. 

Give through your established welfare and relief organiza- 
tions, through your community chest, or through your local 
emergency relief committee. 


Newton D. Baker, Chairman, National Citizens’ Committee 


This winter, as never before, support your local Community Campaign 
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Effective Joint Banking Effort 


is being achieved by various states in different ways. From time to time the JOURNAL will de- 


scribe the progress in particular states 


Washington 


Bankers in the state of Washing- 
ton are giving much attention to 
banking legislation, both state and 
Federal. This attentiveness is not 
limited to their legislative commit- 
tee, but is an activity of the entire 
membership. Other matters stud- 
ied are banker-farmer coopera- 
tion; bank management with spec- 
ial attention to service charges, 
special bank forms, interest rates 
and analyses of banks from the 
standpoint of costs and profits; 
and public education and con- 
fidence building. 

The state is divided into five 
groups, each of which will hold 
meetings next spring. County as- 
sociations, about 20, average four 
yearly meetings each. Certain 
Washington counties hold joint 
meetings and in three cases there 
are joint meetings with neighbor- 
ing Oregon counties. There is also 
the Southwest Washington Re- 
gional Clearinghouse Association, 
corresponding to Group 4. 

Attendance at the state conven- 
tion averages about 300, at group 
meetings 500 and at county meet- 
ings about 2,000 in a year. 

Officers of the Washington 
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‘WITH 
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IN OREGON 


| BENTON 


SWITH ONE 
COUNTY IN 
OREGON 


"WITH 3 COUNTIES 
IN OREGON 


GROUPS— HEAVY BLACK LINES 


SIMILARLY SHADED COUNTIES HAVE A 
JOINT ORGANIZATION 


Bankers Association are J. W. 
Bradley, vice-president of the Old 
National Bank and Union Trust 
Company, Spokane, president; 
Andrew Price, president of the 
National Bank of Commerce, Se- 
attle, vice-president; J. W. Bris- 
lawn, Seattle, secretary; and S. A. 
Kimbrough, vice-president of the 
Spokane and Eastern Trust Com- 
pany, treasurer. 


—— 


= ANNA 
‘BRADFORD 


LYCOMING 


@ 
WILLIAMSPORT 


ail - 


ADAMS } YORK 


LEGEND 


GROUPS — HEAVY BLACK LINES 
GROUP CENTERS © 


NORTH TIER B.A. 


HARRISBURG 


UPPER ANTHRACITE B.A. 


LOWER ANTHRACITE B.A 
CLEARING House Assoc. 


COUNTY NAMES UNDERLINED INDICATE 
INDIVIDUAL ORGANIZATIONS 


Pennsylvania 


Each of Pennsylvania’s eight 
groups holds an annual meeting. 
The total attendance by bank 
officers, directors and employees 
sometimes reaches 6,500 in a year. 
Almost all of the state’s counties 
are organized individually or in 
districts and hold quarterly or 
semi-annual meetings. 

Subjects that have been dis- 
cussed recently in Pennsylvania 
bankers’ meetings are the work of 
the county agents in farm exten- 
sion activities, interest rates paid 
on savings accounts, various types 
of service charges, regulations 
such as suretyship, depository 
bonds, ete. 

Pennsylvania Bankers Associa- 
tion officers are O. Howard Wolfe, 
cashier of the Philadelphia Na- 
tional Bank, president; Joseph F. 
Hill, cashier of the National Bank 
of Chester County and Trust Com- 
pany, West Chester, vice-presi- 
dent; C. F. Zimmerman, president 
of the First National Bank, Hunt- 
ingdon, secretary; and D. C. W. 
Birmingham, president of the 
Hazlewood Savings and _ Trust 
Company, Pittsburgh, treasurer. 
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Events and 


WITHIN THE 


Report of the Economic 
Policy Commission 


THE report on the “present banking 
situation” which was presented to the 
Los Angeles Convention by the Eco- 
nomic Policy Commission of the Ameri- 
can Bankers Association has been issued 
in booklet form. The report deals with 
a number of timely subjects including 
banking reform, reconstruction finance, 
banking non-liquidity and proposals for 
a unified banking system. 


Mid-Continent Trust 


THE eighth mid-continent trust con- 
ference was held in Milwaukee, Wis- 
consin, November 17 and 18. 

Dr. William A. Ganfield, president of 
Carroll College, Waukesha, Wisconsin, 
was the speaker at the banquet. Harry 
B. Hall, president of the Association of 
Commerce, Milwaukee, was toastmaster. 

Topics discussed at the four morning 
and afternoon meetings related to the 
trust man’s place in economic leader- 
ship, trusts and real estate, contempo- 
rary investment problems of trustees, 
living trusts and extension of trust busi- 
ness. 

Attendance represented the 17 states 
of the conference region: Arkansas, 
Colorado, Illinois, Indiana, Iowa, Kan- 
sas, Kentucky, Michigan, Minnesota, 
Missouri, Nebraska, North Dakota, 
Ohio, Oklahoma, South Dakota, Texas 
and Wisconsin. 

Presiding over the conference was 
R. M. Sims, President of the Trust Di- 
vision, American Bankers Association, 
and vice-president of the American 
Trust Company, San Francisco, Cali- 
fornia. 


Eastern Regional Savings 


THE annual Eastern Regional Savings 
Conference, sponsored by the Savings 
Division, American Bankers Associa- 
tion and comprising the states of New 
England and the Middle Atlantic sec- 
tion, is scheduled to be held in New 
York City on January 26 and 27, 1933. 

This meeting is attended by bankers 
interested in the savings business. It 
touches on broad questions which affect 


Information 
ASSOCIATION 


prosperity and, in consequence, savings 
deposits. Likewise, it concerns matters 
referring to internal banking policies. 
The present situation and future out- 
look of railroad securities and of real 
estate mortgages, municipal indebted- 
ness, and taxation, and their effect on 
normal life, are bound to receive atten- 
tion. 

Mr. Henry Bruere, president of the 
Bowery Savings Bank, New York City, 
is the member of the Executive Com- 
mittee, Savings Division, in the New 
York area. Mr. Wilson G. Wing, presi- 
dent of the Providence Institution for 
Savings, Providence, Rhode Island, and 
Mr. C. F. Martin, treasurer of the City 
Savings Bank, Pittsfield, Massachusetts, 
represent the New England area; and 
Mr. Howard Moran, vice-president of 
the American Security & Trust Com- 
pany, Washington, D. C., the Middle 
Atlantic division. The President of the 
Division is Mr. Gilbert L. Daane, presi- 
dent of the Grand Rapids Savings Bank, 
Grand Rapids, Michigan. 


Bank Officers’ Handbook 


THE Bank Management Commission 
of the American Bankers Association 
announces the publication of a new 
Bank Management Handbook for offi- 
cers of banks. This is a reference vol- 
ume containing information based on 
experience and not on untested theories. 
It is arranged for convenient use and 
should be on every officer’s desk. 


Golfers’ Trophy 


The volume contains 380 pages, is 
bound attractively in buckram and is 
completely indexed. It is divided into 
14 sections, each having been prepared 
by experts experienced in a particular 
field of bank management and opera- 
ation. 

The subject matter deals with prac- 
tical problems confronting every banker, 
such as the following: loan adminis- 
tration policies, profit and loss oper- 
ations, secondary reserves and security 
buying, unprofitable practices and the 
remedy through per item and _ float 
charges, account analysis, duties and 
qualifications of executive bank officers, 
credit department organization, bank 
personnel, bank analysis, installation of 
measured service charges, budgeting of 
income and expense, accrual accounting, 
investment policies, bank operating 
ratios, organization and operation of 
city and regional clearinghouse asso- 
ciations, credit bureaus, etc. 

This handbook is available at the cost 
of printing and binding—$3.80 post- 
paid—from the Bank Management 
Commission. 


Golf Winners 


THE golf trophy awards at Los Angeles 
in October have been announced by 
Louis H. Moore, chairman of the golf 
committee. The prizes and the men who 
won them are as follows: 

The Philadelphia Bowl, won by P. S. 
Belford, cashier of the County National 
Bank, Santa Barbara, California; The 
Golfers’ Trophy, won by F. E. Prior, 
assistant cashier of the Citizens Na- 
tional Trust and Savings Bank, Los 
Angeles, California; and the Ex-Presi- 
dents’ Trophy, won by Craig B. Hazle- 
wood, vice-president of the First Na- 
tional Bank, Chicago, Illinois. 


Ex-Presidents’ Trophy 


Philadelphia Bowl 
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Banks like these 


wustall YORK 
VAULTS 


Your bank, too, can enjoy 
the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the 
size and type of vault your 


bank requires. 


First National Bank of New York 
New York City 


Buenos Aires Branch of the The First Union Trust and Equitable Trust Co.—now Chase 
First National Bank of Boston Savings Bank of Chicago National Bank, New York City 
YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 


BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 


SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 
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One of 
AMERICA’S 
GREAT BANKS 


LarceE resources and sound manage- 
ment have made the First National 
Bank first in size and first in service in 
Saint Louis and the Central West. 
Its size has inspired public confidence. 
Its sound management has demonstrat- 
ed that this confidence has been well- 
placed. 

As one of America’s great banks —with 


seventy-five years’ experience — the 
First National Bank in Saint Louis is 
particularly well-fitted to provide a 
service to correspondents not excelled 
in the United States. 


Resources Over $185,000,000.00 


B O A DWA Y 
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The Condition of BUSINESS 


AITING for November 8 to come and go 
\\) played so large a part in the nation’s indus- 

trial, commercial and financial activities and 
attitudes during the month ended November 15 that 
it fogged the picture of the condition of business. It 
made it hard to discern how much the manifest 
slackening that occurred in the place of improvement 
was due to a normal seasonal let-down in activity, 
and how much to a loss of momentum in basic eco- 
nomic forces of reconstruction. 

It is notable that the various conditions of sus- 
pended animation or even ebbing vitality, generally 
reflected in the major business indexes during that 
part of the period under review that fell prior to 
November 8, were in several instances replaced by 
flickers of increased activity in the briefer part that 
fell subsequent to that date. 


POLITICAL FACTORS 


TREATING the mechanism of politics itself strictly 
as a factor in the nation’s business, it is doubtless a 
favorable circumstance that there is now in view the 
reestablishment of a Governmental organism freed 
from certain clearly definable causes of inability to 
deal rationally with essential public problems on their 


merits. 

One cause was the exercise of undue influence in 
legislative effort by political mavericks, of whatever 
party, whom the close division of Congress gave at 
times a balance of power without accountability to 
the national interest. 

Another was the basic partisan antagonism between 
major arms of the Government that at times put 
political expediency and destruction of political op- 
ponents ahead of public welfare. The noting of this 
replacement of such chaotic conditions by a politically 
coherent Governmental machine implies no estimate 
as to the nature of the legislative and administrative 
policies it will produce. 

As a business factor, the passing of November 8 
was obviously confined in its effects to clearing the 
air of political controversy and setting up this promise 
of consistency of political motive in the Federal Gov- 
ernment, inasmuch as the change of administration 
that was voted expressed no actually defined mandate 
for a concrete change in any fundamental national 
policy. 

The matter of some form of abandonment of pro- 
hibition is not an exception to this statement since 
it had previously been virtually agreed upon. In more 
important matters, therefore, business must still con- 
tinue to consider the possibilities and probabilities of 
undisclosed forces emanating from a new Government 
set up by a process analogous to a peaceful social 


revolution which felt rather than formulated its dis- 
satisfactions with past conditions and its hopes for 
the future. 

It is doubtless safe to assume, however, that the 
basic non-radicalism of the American character, the 
parliamentary force of unhampered public opinion, 
the responsibilities of power and the ambitions of the 
new political régime to prolong approval will insure 
continuity in the major economic and social princi- 
ples and even policies of the nation. 


REACTIONS AND READJUSTMENTS 


IT would appear, therefore, that the condition of 
business would continue to depend mainly on devel- 
opments and reactions within business itself. While 
the indexes of economic activity for the month ended 
the middle of November were inclined to show re- 
actionary tendencies, there were also indications of 
fundamental readjustments that probably had greater 
significance in the long view. 

Among the former was the course of commodity 
prices, which, in a standard compilation, had reversed 
the constructive upward trend it began in the first 
week of July and by November 4 completed eight 
weeks of an unbroken, although gentle, decline. How- 
ever, during the week ending three days after the 
election the decline was broken by a slight rise in the 
index number. 

It was reasonable to interpret the course of this 
compilation as indicative of a high degree of price 
stabilization since the week-to-week fluctuations either 
up or down have been in narrow fractions. From this 
point of view it presents an element of fundamental 
improvement. 

The trend of security prices also has been present- 
ing a mixed picture. Stock averages recorded a mod- 
erate downward movement until just after the elec- 
tion, when they scored a moderately active upturn. 
To date a somewhat similar course was evident in the 
bond averages. 

Freight movements as reflected in statistics of car- 
loadings indicated a slackening of trade since October 
15, but this recession appeared to be somewhat less 
than at the corresponding period last year, and to 
constitute a truly seasonal reaction of a normal 
character. 

In steel, the production figures, with moderate in- 
creases, indicated that this basic economic element 
was probably holding its own. In the depressed fig- 
ures for automobile production the matter of seasonal 
model changing was doubtless a factor that continued 
to make itself felt. 

Another phase of current statistics that continued 
to be branded with a question mark was the persistent 
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increase in excess, or unemployed, re- 
serves in the hands of the banks. The 
jobless lending power thus depicted, 
amounting to about $250,000,000 for the 
member banks of the Federal Reserve 
System and capable of supporting credit 
expansion in a ratio of some ten to one, 
mirrored the subnormal and stagnant 
state of industry and commerce. 
Whereas it was the style a few months 
ago to blame the idleness of this vast 
economic power upon the over-cautious 
and even uncourageous policies of the 
bankers, especially where _ political 
strategy had use for this particular line 
of argument either in behalf of the ex- 


isting order to help excuse it of blame 
for unfavorable conditions, or against 


“it to help keep alive popular dissatisfac- 


tion with things as they were, it has now 
become generally accepted that the 
cause is deeper than banking caution. 
It is apparent that these credit dollars 
are idle because trade is not moving in 
sufficient volume. 

This is a situation that reveals clearly 
the essential economic partnership of 
capital and labor in adversity as well 
as in prosperity. It exposes the fallacy 
in any view that seeks to make it appear 
there is a basic diversity of interest be- 
tween them. 


The War Debts 


(CONTINUED FROM PAGE 13) 


ciation of the pound sterling Great 
Britain’s scheduled payments for the 
current fiscal year are increased from 
about 37,860,000 pounds sterling to 
54,518,000 pounds, the effect on the 
British budget being the same as an 
increase from $184,000,000 to $264,- 
960,000. 

On the other hand there are strong 
reasons why the United States should 
not be willing to accept the pleas of its 
European debtors. Pleading poverty and 
their inability to meet their engage- 
ments, they are yet able to meet enor- 
mous expenses for armaments. 

Great Britain’s armament bill in 1931 
was over three times the amount it paid 
the United States on its debt; France’s 
was over 13 times as much; Italy’s over 
20 times; Belgium’s, over five times,— 
why be unpleasant about it? Hence, in 
spite of Europe’s claims to the contrary, 
there is a connection between war debts 
and expenditures on arms. Hence also 
the increasing insistence in the United 
States upon connecting debt settlement 
and disarmament. It is not without 
significance that just about the time a 
new debt conference is ripe Great 
Britain announces a determination to 
come to an agreement on disarmament 
which will be in accord with American 
wishes. 

Coincident with these developments 
are new blasts from _ international 
economists in favor of revision or can- 
cellation; and new demands from 
American bankers and business men 
that the issue be faced in a spirit of 
reality. 

Great Britain and France, in their 
notes asking a reopening of the issue, 
have requested a conference in which 
the whole matter may be reviewed and 


in the meanwhile that the Hoover 
moratorium of last year be extended. 
That Congress, in spite of its stand of 
a year ago, can refuse the latter in view 
of the request for negotiations seems im- 
possible. 

Perhaps the negotiations requested 
will merge, directly or indirectly, into 
the international economic conference 
which is promised for this winter or 
next spring, and to which both political 
parties in the United States are pledged 
although, through the insistence of the 
United States, intergovernmental debts 
have been expressly excluded from the 
agenda of that conference. Out of that 
conference or some conference, now a 
certainty, must come some definite re- 
sults. One by one the really dominant 
economic questions in_ international 
affairs are being brought to issue. Politi- 
cal dodging is becoming useless as well 
as unpopular. 

There is some prospect that in the 
next few months the world may see the 
removal of some of the obstacles to 
business recovery which in the past two 
years have seemed all but insurmount- 
able. 


Editorials 


(CONTINUED FROM PAGE 37) 
gets, elimination of special privilege, 
preservation and administration of 
natural resources in the public interest, 
elimination of high tariff barriers by 
international agreement, readjustment 
of inter-governmental war debts in the 
spirit of Lausanne, etc. Of course, it 
might be said that the definition shares 
with the word itself a certain haziness 
of meaning but nevertheless it is a start. 
The dictionary states merely that a 
liberal is one “‘possessing or manifesting 


a free and generous spirit, ready to im- 
part gifts or aid; bestow freely, open 
handedly, bountifully”. This definition 
is obviously unsatisfactory. 


The War Debts 


IT should not be held against the 
American public that it sees no connec- 
tion between debts and _ reparations. 
There is no connection. The debts rep- 
resent goods purchased while repar- 
ations were a fine for mis-conduct. Sir 
Walter Layton, editor of the “Econo- 
mist”, London, recognized the clear dis- 
tinction between debts and reparations 
in a recent editorial describing the dif- 
ficulty of persuading American tax- 
payers that it would be to their advan- 
tage to cancel or reduce the debts. 

The final answer to the debt question 
is not in either of the party platforms, 
nor in any utterance of political leaders 
in the United States or Europe. Dis- 
armament, the tariff, our foreign trade 
and loans abroad, and the virtual can- 
cellation of reparations are incidental. 
In European history books it will be 
called readjustment, while a large sec- 
tion of American public opinion will be 
inclined to remember it by another 
word. In any case the benefit to the 
world of having the problem settled in 
some way would be so great that it 
makes little difference what term is ap- 
plied to the fact. 


MAPS of national wealth and banking 
statistics, commerce, industry and other 
economic subjects, are among the 166 
large page plates in the “Atlas of the 
Historical Geography of the United 
States”, by Charles O. Paullin, edited 
by John K. Wright. Computations are 
by states and per capita and represent 
important periods in the national his- 
tory down to the present time. The 
book is the joint publication of the 
Carnegie Institution of Washington and 
the American Geographical Society of 
New York. 

The 145-page text takes up, among 
other subjects, “Lands”, ‘Population’, 
“Political Parties and Opinions”, “In- 
dustries and Transportation”, “National 
Wealth” and “Foreign Commerce’. A 
number of maps are devoted to one 
subject—for example, 20 to national 
wealth and banks, 64 to agricultural sta- 
tistics, 20 to foreign commerce and 20 
to manufacturing. 

While the map data are necessarily 
only graphic and not detailed, they are 
supplemented by condensed text dis- 
cussion. 
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Events That 
Move Bonds 


(CONTINUED FROM PAGE 17) 


ket student. They have, in other words, | 
been extraneous in their origins and im- 


ponderable in their implications. 
During the year to date there have 


been five distinct upswings in the mar- | 
ket for corporate obligations and four | 
periods of receding prices. It is not a lit- | 


tle illuminating, in view of the forego- 
ing observations, to review the events 
of this period and to note the forces 
creating these striking movements. 
The bond market had made its low 


of 1931 on December 18, and the be- | 


ginning of the new year found prices 
straggling forward. Impetus for this rise 
came from three sources: the announce- 
ment of plans for setting up the Recon- 
struction Finance Corporation, negotia- 


tions in progress between the railroads | 


and organized labor for wage reduc- 


tions, and the adoption of the first phase | 
of its easy money program by the Fed- | 


eral Reserve. By the time the Recon- 
struction Finance Corporation actually 
became law, on January 22, its opera- 


tions had been thoroughly discounted, | 
so there is nothing in the bond chart | 


to make this date stand out. More im- 
portant, however, is the fact that by this 
time another influence, of an adverse 
nature, was at work. 


THE DOLLAR SCARE 


EUROPE, about this time, suffered its | 


second wave of apprehension concern- 


ing the possibility of inflation in the | 
United States, and began to draw its | 


earmarked gold home. For a time this 


“scare” was the outstanding factor in | 


the markets, but its potency, so far as 


the domestic markets were concerned, | 
diminished sharply with the passage of | 
the Glass-Steagall bill, whose terms were | 
announced by President Hoover in a | 
public statement issued February 11. | 


The Glass-Steagall bill did not banish 


the fears of Europeans; indeed, if any- | 
thing, it strengthened the conviction that | 
had taken root there that we were head- | 
ed for abandonment of the gold stand- | 


ard. At home, however, the financial 
community was quick to comprehend 
that this measure corrected a vital and 


unforeseen weakness in our currency | 
system which might have led us unwit- | 


tingly to just such a situation as Europe 
was predicting for us. It was realized 
that the bill removed the pressure on 
member banks to borrow at the Federal 
Reserve to make up their deficiencies 
due to gold losses; and that this, in turn, 
made it possible for the banks to relieve 


= 


Main office in 
FRESNO 
Population 
2.82 $34 


ONE of the 4.10 offices through 


which this banking organization renders 
statewide correspondent service..—-—. Head 
offices are in the two Federal Reserve cities 


in California: San Francisco and Los Angeles 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 
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Weather proofing 
Telephone plant 


More than 93% of the total wire 
mileage of the Bell System is in 
cable rather than open wire. 

Cable gives an extra measure 

.of protection to the service dur- 
ing bad weather. It also makes 
fora more lasting plant, one which 
requires less maintenance. 

Its installation is part of a Bell 
System service improvement pro- 
gram that always goes on. Keep- 
ing the plant in order, responsive 
to the public’s needs, has itself 
been a contributing reason for the 
widespread use of the telephone. 
Telephone plant and telephone 
service stand today at a high peak 
of efficiency . . . a fact important 
to user and investor alike. 


May we send you a copy of our 
booklet, ““Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York, N. Y. 


their customers and correspondents of 
the pressure which they were forced to 
put upon the latter in order to main- 
tain their own liquidity. 

Partly, no doubt, to reassure Europe 
as to the strength of our banking and 
currency position, the Federal Reserve 
Bank of New York took the almost 
unprecedented step, on February 26, 
of reducing its rediscount rate in the 
midst of a drain on the gold holdings 
of this country. The move brought the 
rate down from 31% to 3 per cent. The 
outflow of metal, which had begun the 
second week in January, continued un- 
broken through that month, February, 
and the first few days of March. 

One commentator on finance has re- 
ferred to the four months which began 
on March 12 as the Chapter of the 
Washington Plague; certainly, taken by 
and large, it was as perfect an example 
as we have yet witnessed of the havoc 
that can be wrought on public confi- 
dence by a Congress that is playing poli- 
tics with legislation touching upon the 
most vital aspects of the country’s finan- 
cial well being. 


THE TAX BILL 


IT IS only necessary to refer to some 
of the highlights of this unfortunate 
chapter to recall its chilling effect, not 
only upon the markets, but on business 
and sentiment generally. On March 8 
it was reported that opposition to the 
new tax measures sponsored by the 
House Ways and Means Committee was 
“rampant”. Fears on this point were 
realized within ten days, when a coali- 
tion of rebellious Democrats and Repub- 
licans tore to pieces the carefully pre- 
pared revenue bill of the committee. 
Throwing over the advice of its leaders, 
it embarked upon a program of sabo- 
tage, commencing with a series of 
amendments aimed at the conscription 
of wealth. For two months the issue of 
taxation was a political football, and at 
times it appeared as though the ques- 
tion of balancing the budget would not 
be settled at all. After two months of 
debate and acrimony in Congress and 
of uncertainty bordering on despair 
throughout the country, a revenue bill 
was finally signed on June 6. On paper 
it effected a virtual balance against ex- 
penditures, but how utterly unrealistic 
it was in this respect has recently be- 
come all too obvious. The deficit is 
mounting at the current time at a rate 
which suggests that revenues will fall 
far short for the present fiscal year. 
Adding to the general state of unset- 
tlement throughout the nation during 
these months were the constant threat 
of the enactment of a bonus bill, involv- 


A 
in 
fi 
oC 
G 
p! 
bz 
fe 
ti 
fc 
fl: 
| at $) 
Of 
it 
b 
it 
a 
kc 
0 
t 
fi 
0 
I 
t 
t 
] 
{ 
é ON 
(a) 


AMERICAN BANKERS ASSOCIATION JOURNAL, December 1932 


ing the issuance of either securities of | 
fiat money in the amount of $2,000,000,- | 
000; the persistent efforts of Senator 
Glass to obtain the passage of his com- | 
prehensive measure for a revision of the | 
banking laws, with its many deflationary 
features; the sensation-seeking investiga- 
tion into the security markets; agitation 
for enactment of the Goldsborough “re- 
flation” bill; passage of the World War | 
Widows and Orphans bill, to cost | 
$10,000,000 the first year and $100,000,- | 
000 annually from the fifth year on; 
and the almost complete emasculation 
of the economy program. 

To its credit, it must be said for Con- | 
gress that it did not pass much unsound 
legislation, while it did vote numerous 
constructive measures. | 

The sustained rise in the bond mar- 
ket between July 5 and August 21 was | 
primarily a result of this new relaxation | 
—the freeing of the financial commun- 
ity from the grip of fear in which it had | 
been held since mid-March. However, 
in addition there were the facts of the 
reparation settlement at Lausanne, the | 
announcement of the British conversion | 
loan and its ultimate success, expansion 
of the Reconstruction Finance Corpora- 
tion’s activities and the increase in its 
funds to $3,800,000,000, and the passage | 
of the Wagner Relief bill and the Home 
Loan Bill. 

If politics dominated the major down- 
swing of the year in the bond market, | 
then it has played a considerable part 
also in the tapering off from the August 
high that has been witnessed in recent 
weeks. 


BONDS IN 1933 


WILL the bond market in 1933 revert 
to its old status, whereunder one may 
safely predict the course of prices in the 
light of probable money conditions and 
the probable trend of corporation earn- 
ings over the twelve months? 

If we were sure that it would, the task 
of forecasting its movements would be 
comparatively simple. For every bit of 
evidence that we have points to contin- | 
ued cheap money, on the one hand, and 
to an improvement in corporate earning 
power, on the other. Yet, to think of the 
bond market in such simple terms is to 
ignore the uncertainties of a new Con- 
gress; it is to overlook such tremendous 
“imponderables” as a change of admin- 
istration, the proposed International 
Economic Conference, American action | 


on the European debts, disarmament, | 
and modification of the prohibition law. | 


No, it is too early yet to think of the 
bond market in its normal terms. But 
on the whole, 1933 holds hopeful, rather 
than dispiriting, possibilities. 
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Correspondence 


“Advice to the Officials” 


THE JourNAL considers this bank 
clerk’s first letter as “worth publishing”, 
and publishes it. Among other things, 
the educational opportunities afforded 
by the American Institute of Banking 
come to mind—and how bank officers 
can extend those opportunities if they 
will. 


To the Journa: 

You can probably tell from this letter that I 
have only been working in a bank for a few years. 
But I am _very much interested in my work and 
therefore I am going to see if I can write any- 
thing about banking that is worth publishing. I 
won’t be disappointed if this does not appear in 
print but I shall try again. 

There is one side of banking of which we hear 
comparatively little, and that is the side of the 
bank clerk—the man who is responsible for all the 
minor, but exceedingly important, details of the 
bank. Whenever we pick up a bank magazine, we 
find that much is said about stocks, bonds, credits, 
management, and all items of particular interest 
to bank officers. We often find stories of how a 
successful banker becomes that way, and his rules 
for others to follow in his footsteps. That is all 
well and good, but we must stop and remember 
that there are two sides to every question, and 
there is another side to this story. If you go into 
any of the larger banks you will see a large num- 
ber of individuals working side by side, taking 
care of the minor details. They also have an in- 
terest in the building of that bank into an even 
stronger and more serviceable institution. 

So, let us consider the lowly bank clerk. What 
are his ideals? How far does he want to go? What 
does he expect from his employer? Many similar 
questions come to my mind ar I am one of those 
“clerks”. 

The young man, in most cases still just a boy, 
enters banking as a collector. The chances of his 
being a success depend completely upon his own 
initiative. We are always hearing that if we are 
to get any place, we will require a ‘‘pull’’. Right 
here I’d like to state that several bankers with 
whom I have become acquainted have attained 
high positions purely through their own efforts. If 
any bank is making a successful fight against that 
something called ‘‘depression”, you can depend 
upon the fact that its officers are fully capable of 
attending to their business and are not there just 
because they had a ‘‘pull’’. 

Now to get back to our collector. His first start 
in the bank will determine largely any possibilities 
he may have to become a banker. He may just be 
working to pass the time away or he may have 
some ambitions. In this position of, as we some- 
times jokingly call it, official outside representa- 
tive, the ambitious one can build a strong founda- 
tion of knowledge that will be invaluable to him 
as he goes higher in his efforts to succeed. The 
manner in which he performs his work in his first 
»osition will characterize his later work. If he 
as that ambition to be president of his bank, he 
will learn something new at every opportunity 
afforded him. No matter how far he may advance, 
there is always plenty that he can learn. 

Whenever an employee in a bank is placed in 
a little better position, the others say he had a 
“break”, If a person wants to make a break in 
a stone wall, he must first use considerable force. 
The one who gets these so-called breaks is the 
one who is preparing himself for a better position. 
We can easily learn to do the job we have, do it 
quickly and then go home. But the clerk who 
learns his own task and then in his spare time 
gets busy and tries to learn something of the job 
just ahead of him, is the one who will never stop 
getting these “breaks”. Very often it will be found 
that it is hard to get the one ahead of you to 
give any information. He is afraid of losing his 
own position, That kind of a fellow usually keeps 
his same old job until he is too feeble to work 
any more. 

This »srobably sounds like baby talk to some of 
the hook officials, but they must remember that 
one of the rules of success is to do the little 
things well. If they have a capable working force, 
all the affairs of the bank will function smoothly. 

I will admit, however, that if a clerk is work- 
ing in a bank where the official in charge of the 
clerks is so blind that he can’t see over the top 
of his desk, that clerk might as well pack up his 
grip and leave. The beginner is going to make 
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plenty of mistakes and he is going to need help 
and encouragement. We can all read books and 
get very good material from them, but actual ex- 
perience is our best teacher, The officers have had 
experience, and a few words of advice and en- 
couragement from them will work wonders. If 
they can’t see that a clerk is trying his hardest 
to learn and to make something of himself, then 
he might as well be working in a coal mine. 

So, as just a bank clerk, I am giving advice to 
the officials. Watch the bank clerk who is always 
on his toes and who wants to learn. Give him 
opportunities. Show him that you are interested in 
his efforts. Give him the chance to advance and 
you w@l have a man who is very valuable to your 
institution. 

L. R. Stroup. 
First State Bank, 
St. Joseph, Mo. 


A Postscript from Germany 


ROBERT Crozier Long, an English 
economist residing in Berlin, contribut- 
ed an article to the JOURNAL for Novem- 
ber on “Germany’s Dollar Debts” and 
the von Papen Plan to aid German in- 
dustries. More recently he wrote the fol- 
lowing letter on the improved conditions 
in that country. Both were pre-election. 


To the JourNAL: 

The subsidies plan in Germany, without any 
change, is already in operation (from October 1). 
The business situation, however, began to improve 
before the plan came into operation; and un- 
employment is today less than it was three months 
ago, although normally—owing to discharges from 
the seasonal industries—unemployment always 
rises after the late summer. 

There is every sign of a general German trade 
recovery, and there seems to be no reason why 
American bank and bondholder creditors should 
make any concessions. There is always a possi- 
bility that the transfer in dollars of the debt 
service may have to be curtailed; but even here 
things look better, as the Reichbank’s reserves, 
which fell heavily during the first half of the year, 
have of late been stable and have even increased 
a little. The bond-debtor companies themselves 
declare that they do not want any interest—much 
less, capital reductions—and are a and able 
to meet their obligations; and this is the view of 
the Federation of German Industries, the only 
exceptions being companies, like Karstadt, which 
are individually insolvent. 

Rosert Crozier Lona. 
Friedenau, Berlin, Germany. 


The Check Tax Again 


THE JourNAL survey and article on 
the check tax, which appeared in Sep- 
tember, created interest. Comments were 
published on this page in November and 
the letter that follows gives a reaction 
from the insurance field. 


To the JourNAL: 

Your article, “The Check Tax,” in the Sep- 
tember issue interests me, especially the comment 
upon that phase imposing upon business establish- 
ments the function of tax collectors without com- 
pensation therefor. Over an extended period of 
years insurance companies have been legally 
obliged to do so. And more recently, retailers of 


petroleum products. I opine that it is long since 
business should strenuously object to legislation 
that abuses it. 

It seems that legislators are entirely unreason- 
able when they enact some laws. At least, it is 
difficult to comprehend their motives when they 
legislate business establishments out of existence 
without the owners being reimbursed, and parties 
into being — employees without receiving com- 
pensation for their services. 

Liszt LENZEN, 
Agent. 
The Fidelity and Casualty Company of New York. 


A Worthy Example 


“THAT they consider themselves en- 
tirely worthy and an integral part of 
American banking . . .”—but read Mr. 
Zimmerman’s letter itself. 


To the JourNaL: 

Out of my correspondence this morning, I am 
sending to you the enclosed letter from the Bigler- 
ville National Bank, Biglerville, Pennsylvania, for 
the sake of having you see their letterhead. 

I have a very clear mental picture of their 
banking room in a small town of only 600 popula- 
tion in the heart of the Adams County agricultural 
region. These folks have an intense interest and 
pride in their bank and in the preservation of 
their historic position regardless of the effect of 
any and all legislation in contemplation either by 
the Federal Government or by the State of Penn- 
sylvania. That they consider themselves entirely 
worthy and an integral part of American bank- 
ing, is indicated in the fact that they carry on 
their letterhead as follows: 


MEMBER OF 
AMERICAN BANKERS ASSOCIATION 
PENNSYLVANIA BANKERS ASSOCIATION 
ADAMS COUNTY BANKERS ASSOCIATION 


the names of the various bankers associations with 
which they have identified themselves. 

C. F. ZIMMERMAN. 
Secretary, Pennsylvania Bankers Association. 
President, First National Bank, Huntingdon, Pa. 


On C/D’s 


THIS Michigan banker is interested in 
a discussion of certificates of deposits 
from the small bank’s point of view. 
Suggestions from readers are always 
welcome. 


To the JourNnaL: 

I am personally much interested in the notion 
of issuing a certificate of deposit, interest bearing 
on a basis with regular savings accounts, non- 
negotiable and with definite maturity to replace 
the present type of demand C/D, but I do not 
seem to be able to enthuse local bankers in the idea. 

The idea may be worth discussing at some time 
with the thought of eliminating the hazard to small 
banks of the C/D that comes in from foreign 
sources at times when it is most inconvenient to 
meet large withdrawals such as the last ten months 
have seen. 

Epwarp D. Dimnent, 
Chairman of the Board, First State Bank, 
Holland, Michigan. 


Expressive 


AND with appreciation, the following: 


To the JourNat: 

I want to take this opportunity to express the 
opinion that you are producing a very excellent 
magazine. It is both attractive and readable, 

Davip M. Avcu. 
Secretary, Ohio Bankers Association. 


To the JourNaL: 

This department has read with great interest 
the article on ‘Depression Experience in the Smail 
Loan Field’? which appeared in the Journat for 
November. 

I want to congratulate you on the initiative of 
the Journat in doing this piece of research and 
assure you of the interest of many of its readers 
in this recent development within the commercial 
banking business. 

Rotr Nucent. 
Department of Remedial Loans, 
Russell Sage Foundation, 
130 East 22nd Street, New York. 
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Banking Competition 
(CONTINUED FROM PAGE 12) 


instances where government invading 
private business has ever retreated from 
the field. If none of these 10,000 banks 
had failed, would Government ever have 
ventured into the banking business on 
such a stupendous scale? 

A commendable spirit of cooperation 
induced the two large banking groups 
in Detroit to subscribe 85 per cent of the 
local quota of the National Credit Cor- 
poration, from which none of their 
member banks derived any benefit 
through loans. Together with other 
clearinghouse banks, they contributed to 
the safeguarding of $68,000,000 of de- 
positors’ money in competitor banks. 

The spirit of competition should 
stimulate bankers to devise a newer and 
sounder form of banking, as in the great 
northwest where unit banks and mem- 
bers of the group banking organizations 
have stood together as “safety zones” in 
the midst of a great agricultural empire 
during a period when prices of farm 
products reached historic lows. 

Weak banks are a menace to the 
others. The liquidation of more than 


$4,000,000,000 of assets of closed banks | 


has been felt in the bond portfolios and 


loan pouches of every bank and every | 


insurance company in the land. 
Certainly, it should be no part of 
competition for anyone representing one 
type of banking to impugn the motives 
of someone representing a different type, 
or to intimate by unfounded innuendos 
that one type of banking is contrary 
to the best interests of the whole. This 


sort of thing cannot alter the record a | 
whit or jot. Rather should every banker | 
in the United States congratulate him- | 


self that the spirit of competition, the 
spirit of enterprise, the spirit of seeking, 
and designing, and erecting, and-main- 
taining a sounder banking structure, has 
reverted to the benefit of the entire 
banking _ fraternity, 
banks and unit banks; and to the benefit 
of the people of the United States. 


Savings Deposits 


(CONTINUED FROM PAGE 43) 


tors. The decline in the price of Hawaii’s 
great crop, pineapples, is possibly a fac- 
tor in this decline in the volume of sav- 
ings deposits. To the $7,101,000 decline 
in total individual deposits, savings con- 
tributed only $1,061,000; the rest in 
commercial banking. 


WHAT is the conclusion of the matter? 
Are sayings in banks, which indicate 


Dividend Notice 
Common Stock Quarterly Dividend No. 93 of 75 cents per share, payable 
November 15, 1932, to stockholders of record October 20, 1932. 
$6.00 Preferred Stock Quarterly Dividend No. 101 of $1.50 per share, payable 
October 15, 1932, to stockholders of record September 30, 1932. 
Dividends on the foregoing issues, as well as on all the outstanding Pre- 


ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have keen paid without interruption since 


including group | 


the initial dividend. 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and 


Cash Dividends for the Twelve Months 


Gross REVENUE . 
Deduct Operating Expenses and Taxes 
Net Income Berore Bonp INTEREST 
Deduct Bond Interest 
Net Income Arter Bonp INTEREST . 


Deduct 
Depreciation 
Amortization 

Net Income Berore DivipENDS ON 
PREFERRED STOCK OF SUBSIDIARIES 


Deduct 
Dividends on Preferred Stock of 
Subsidiaries . 
Dividends on Minority Interest in 
Common Stock . 


Net Income ror Paciric LIGHTING 
CORPORATION . 


Dividends on Preferred Stock . 
Cash Dividends on Common Stock 
REMAINDER TO SURPLUS 


Per Share Balance Available for 
Dividends on Common Stock Equals . 


Ended September 30 


1932 
$47,049,527.63 
25,001,613.66 
22,047,913.97 
5,468,620.75 


16,579,293.22 


1931 
$46,334,845.41 
25,151,753.59 
21,183,091.82 
5,652,604.72 


15,530,487.10 


7,234, 997.68 
278,541.49 


6,782,479.63 
342,263.54 


9,065,754.05 8,405.743.93 


1,862,838.79 1,954,993.99 


360.80 664.80 


7,202, 554.46 
908,293.40 

4,825,893.00 
$ 1,473,368.06 


6,450,085.14 
840,725.67 
_ 4,825,893.00 


_$ 783,466.47 


$3.92 


Special Reserve (not included in above report 


of revenue) of amounts collected under cer- 


tain rates in litigation 


$1,486,223.97 $ 996,712.84 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA ST., SAN FRANCISCO 


in normal times the degree to ‘which 
banks’ customers are acquiring knowl- 
edge of the meaning and use of money 
and of money management, to be the 
plaything of economic chance, unre- 
lieved to any considerable degree by ac- 
tion of political government? Are the 
spectres of old age, disease and depen- 
dency, which were being driven farther 
and farther into the background by ac- 
cumulated savings, to be allowed easy 
return? The question is entitled to real 
consideration. 


Drastic as has been the recession in 
savings and in savings depositors dur- 
ing the past year, following a year in 
which losses in some sections of the 
United States escaped attention because 
they were about overbalanced by gains 
in others, there is hope that a solution 
of some of the problems which now vex 
the world will restore industry, agricul- 
ture, trade and commerce to a more 
profitable basis. Savings are yet $33 
greater per inhabitant than ten years 
ago, and $106 greater than in 1912. 
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Cooperation between Banking and Business 


conclusions, the best methods and most 
orderly means. This is no more than 
the engineer does in accommodating his 
own highly specialized knowledge of 
basic principles and natural laws to the 
desires of his principals and to the ex- 
ternal forces of physical environment, 
yet always controlling matters in the 
end in such a way that an unsound 
structure is prevented, that natural 
forces are set to work for the common 
good rather than thwarted, and that the 
whole desirable objective is attained in 
a planned, orderly process which ac- 
commodates itself to other processes 
going on around it, creating a minimum 
of waste and destruction and a maxi- 
mum of enhanced value and usefulness. 


A THREE-POINT OUTLOOK 


TO sum up in terms of the banker’s 
function, then, the new way of thinking 
about our status and our operations 
calls upon us first to seek always, like 
the engineer, a clear conception of the 
ultimate objective and its effects; sec- 
ond, to think through carefully every 
step of the way which we must traverse 
in getting there, including the collateral 
effects of each step; third, to take ad- 
vantage of natural forces by persuading 
men to follow through these processes 
with us patiently for their own and the 
community’s ultimate advantage, rather 
than to balk and pursue other courses 
for immediate profit or simply for the 
sake of speed—in short, to learn how to 
use money which is of no value, human 
or otherwise, in itself, and to build 
scientifically and solidly for a more 
stable, more enduring, more satisfying 
human society. 

It is a much discussed question today 
as to whether our money and credit 
system is successful or adequate to con- 
trol the functioning of our economic 
machine, the price level, the supply and 
demand situation. Some of our ablest 
economists feel that this system as at 
present constituted is not adequate, and 
that other devices or methods must be 
invented or developed. For us as bank- 
ers, this is a two-fold challenge either to 
adjust our system that new devices will 
not be necessary or, like good engineers, 
to be in the vanguard when the new de- 
vices are proposed, to lead in their de- 
sign and adaptation, and to make sure 
that they are economically sound as 
judged by the long view. 

All of this which bankers must do in 
the future calls for the recognition of 


(CONTINUED FROM PAGE 18) 


cooperation as a tool, a method of pro- 
cedure, a piece of technique. As it hap- 
pens, the characteristics of this tool and 
this technique are not an entire mystery 
to us. Many banks have practiced it 
much in the past. We have only to de- 
velop it and make its practice universal. 


THE NEW ENGLAND COUNCIL 


AS a matter of fact, cooperation falls 
into two divisions—cooperation of the 
individual bank with individual busi- 
ness men and clients, and cooperation 
of bankers as a group with all other 
business or with business groups. The 
bank with which I am connected has 
had a long and interesting history of co- 
operation with individual businesses, 
with the long view objective. Some of 
our most satisfying accomplishments, 
viewed from every angle, have been in 
connection with helping the individual 
business to adjust itself to its changing 
economic environment in such a way 
as to be profitable and socially useful. 

It so happens, too, that this bank has 
been associated closely with an out- 
standing example of cooperation with 
other business as a group. The New 
England Council, the organization to 
which I refer, is unique. I use the word 
“unique” advisedly for, though efforts 
have been made in other parts of the 
country to model business development 
organizations after our New England 
Council, I think it is true that none is 
yet so thoroughly organized and in- 
tegrated, or so usefully functioning as 


— \ 


New England’s textiles—a cotton print- 
ing machine 


the original New England prototype. 

In the New England Council agri- 
culture, industry, commerce, and the 
recreational interests come together in 
a common forum and common medium 
of expression. Discussion and solution 
of economic problems on a regional bas- 
is with full regard to the interacting in- 
terests and relationships of different 
economic groups and business interests 
constitute the daily work of this ex- 
tremely useful organization. Hundreds 
of individual bankers hold membership 
in the Council, and a goodly propor- 
tion of the Council’s directors hold 
banking directorates or other bank 
affiliations. 


BANKERS’ COMMITTEE, A LINK 


ASIDE from this, however, the Coun- 
cil serves as a piece of machinery, a 
tool, to bring about organized co- 
operation betwen bankers as such and 
other business groups. The medium 
for this organized cooperation is the 
bankers’ committee, of which Walter 
S. Bucklin, president of the National 
Shawmut Bank of Boston, is chairman. 
This committee, composed of one lead- 
ing banker from each of the six New 
England states, officially represents the 
banking interests in conference and con- 
tacts with other groups. Besides Chair- 
man Bucklin, other members of this 
committee are: Norwin S. Bean, pres- 
ident of the Manchester National Bank, 
Manchester, New Hampshire; John B. 
Byrne, vice-president of the Hartford- 
Connecticut Trust Company, Hartford, 
Connecticut; Henry W. Cushman, pres- 
ident of the Merrill Trust Company, 
Bangor, Maine; Frederic M. Jones, 
chairman of the board, Third National 
Bank and Trust Company, Springfield, 
Massachusetts; Thomas L. Pierce, pres- 
ident of the Providence National Bank, 
Providence, Rhode Island; and Levi P. 
Smith, vice-president of the Burlington 
Savings Bank, Burlington, Vermont. 
Some time ago the Council’s com- 
mittee performed a useful cooperative 
service the effects of which are still 
felt. Industry in New England expressed 
through the Council the question as to 
whether New England banks were doing 
as much to promote industrial develop- 
ment as were banks in other parts of 
the country. New England bankers, 
through this committee, organized and 
financed an independent, unbiased study 
of the function of banks in New En- 
gland and elsewhere in industrial de- 
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velopment. The report, published by 
the Council and distributed to all bank- 
ers in New England, proved extremely 
useful. The Council was not long in 
receiving the testimony of many bank- 
ers that they found numerous sugges- 
tions in the report which they immedi- 
ately put into effect in their own in- | 
stitutions. The results, better banking | 
service and greater stimulus and assis- | 
tance to industry, were possible only 
through the type of cooperation that I 
have discussed, in this case made easy | 
and feasible by this unique organiza- | 
tion, the Council. 


NEW ENGLAND CONFERENCE 


FROM the point of view of bankers, 
the most important product of coopera- 
tion here in New England has been the 
annual New England Bank Manage- | 
ment Conference, the third annual ses- | 
sion of which was held under auspices | 
of the bankers’ committee of the New 
England Council in Boston on October | 
21, with Mr. Bucklin presiding. Of last | 
year’s Bank Management Conference, | 
Mr. Bucklin has said: 

“If everyone of our institutions could 
perform each unit of its work on the 
basis of the best policy or system to be | 
found among all our New England 
banks, then we would indeed have won- 
derfully managed banks. Every idea 
and every bit of practical help that we 
can get from other New England 
banks bring each of us just so much 
nearer getting the maximum profit and 
the maximum protection from our bank 
management. Success in banking de- 
pends upon management and manage- 
ment in turn depends upon strict ad- 
herence to sound policies plus mutual 
help and cooperation. Through this con- 
ference, New England bankers are given 
the opportunity of both contributing to 
and gaining from the presentation and 
discussion of their mutual problems.” 

In the banking and industrial com- 
mittees now functioning in the several 
Reserve Districts we have a practical 
example of machinery set up to facili- 
tate cooperation between bankers and 
industry. While owing their origin to 
emergency circumstances, these com- 
mittees nevertheless find a prototype in 
the bankers’ committee of the New En- 
gland Council, which originated back in 
1926 shortly after the organization of 
the Council. It is my belief that organ- 
ized cooperation between bankers as 
such and other economic groups must 
in the future serve intensely practical 
and useful purposes, and that machinery 
to facilitate such cooperation must exist. 
Whether the present committees will as- 
sume, permanence and enlarge their 


A.D.T. Central Station Service never sleeps . 
ever alert protection is continuous... 


.. its silent, yet 


it stands ready to pro- 


tect your interests twenty-four hours of every day. 


After the closing hour, A.D.T. stands guard over your vault 
... electrical science now out-watches the most dependable 


watchman. 


During business hours, A.D.T. protects you against holdup. 
There are a dozen different methods of silently signalling 


the A. D.T. Central Station so that armed forces immediately 


close in to protect you. 


Investigate these dependable supervisory services. 


“The Inside 


Story of Bank Protection” is a booklet that will fully explain 


them 


... Or one of our representatives will be glad to sug- 


gest ways to economically safeguard your property—by 


A.D.T. Central Station Service. 


____CONTROLI€D COMPANIES OF COMPANT 


PAMERICAN DISTRICT= DISTRICT 
TELEGRAPH COMPANY 
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functions as normal conditions return 
is a question, but whether they do or 
not, I believe that cooperative activity 
must play a larger and larger part in 
our economic development. 

Today there is no more important 
field for cooperation between bankers 
and other interests than in the matter 
of Governmental economy. We are 
gradually gaining public realization of 
the debilitating effect of the tremen- 
dous tax burden which our industry 
and commerce are carrying. It is the 
duty of every banker to promote the de- 
velopment of sound public opinion on 
the question of Governmental economy. 
It is particularly the banker’s duty to 


cooperate understandingly with local 
communities to the end that costs of 
local government are reduced, in- 
efficiencies and wastes are eliminated, 
the tax burden reduced, and the re- 
maining irreducible minimum equitably 
distributed. There have been many in- 
stances in recent months of constructive 
service by bankers to local communities 
in this respect. 

Let me reiterate the hope that the 
cooperation which we must have in 
the future will be cooperation based 
upon basically sound economic consid- 
erations—upon the long view, upon the 
engineering method. On that alone will 
sound social and business progress rest. 
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Main Office, Guaranty Trust Company—Broadway, Liberty Street 
to Cedar Street. New York Federal Reserve Bank in background. 


Serving American Business 


OR nearly a century this Bank has served American 


business interests. It provides its banking corres- 


pondents and customers with the advantages of 


ample resources and exceptional facilities in every 


phase of domestic and international banking. 


Guaranty Trust Company of New York 


140 Broadway 


Fifth Ave. at 44th St. 


LONDON PARIS BRUSSELS 


The Career of Gold and 
Silver Since 1817 


(CONTINUED FROM PAGE 32) 

1878 conference adjourned without pro- 
moting bi-metallism as advocated by the 
United States and Italy. On the other 
hand, it should be remarked, only the 
Belgian and Scandinavian delegates 
considered gold as a general standard 
either desirable or possible. 

By 1879 conditions were such that 
France sent out feelers regarding an- 
other conference. In 1881, the United 
States and France jointly issued invi- 
tations for a conference looking to the 


Madison Ave. at 60th St. 


LIVERPOOL HAVRE ANTWERP 


establishment of international bi-metal- 
lism. This conference was strongly bi- 
metallist in make-up, but nothing tan- 
gible resulted. The world was watching 
the Bland-Allison purchases, meanwhile 
hoping that France and the United 
States by themselves would form an in- 
ternational bi-metallic union. 

In 1885 the existence of the Latin 
Monetary Union was imperilled because 
of the uncertainty regarding the re- 
demption of silver coins issued by mem- 
ber countries. This was solved tempo- 
rarily by a new treaty. In this country 
the question had also become acute, 
President Cleveland demanding suspen- 
sion of the Bland Act. That same year 


the United States informed European 
governments of our interest in an in- 
ternational monetary agreement. A com- 
mission was sent abroad for that pur- 
pose in 1885, and another early in 1887. 

In 1889, in connection with the Ex- 
position of Paris, the French govern- 
ment organized a conference on money. 
The United States was not represented 
and the conference lasted only two days, 
accomplishing nothing other than to 
agitate the question. In 1891, the United 
States Treasury began again to feel 
out European sentiment and finally a 
conference was arranged, to be held at 


| Brussels in 1892. 


The Brussels conference lasted a 
month, considered many plans for in- 
creasing the monetary use of silver, 


| debated the question of bi-metallism, 


and adjourned without taking a single 
vote. It never reassembled. The events 


| which followed that conference in the 


United States are generally known. The 
increased purchases of silver, initiated 
with the Sherman Act of 1890, were 


| brought to an end in 1893, and in 1896 
the question was definitely settled at 


the polls. One by one, new adherents to 
the gold standard appeared: Austria, 
Costa Rica, Russia, Japan and British 
India. International efforts to retain sil- 
ver were discontinued, and with the dis- 
covery of gold in Alaska, a chapter of 
monetary history came to an end. 


Accrual Accounting 


(CONTINUED FROM PAGE 30) 
expense accounts do not have direct 


contact with cash transactions, unless 
certain special sources of earnings and 
expenses are on a non-accrual basis. 
The actual income receipts and ex- 
pense disbursements go to liquidate the 
accounts through which the earnings 
and expense accounts were built up. In 
the case of expenses, actual payments of 
expense items are charged to the reserve 
accounts, and tend to liquidate those 
reserves which were shifted previously 
from the expense accounts (from Net 
Earnings, in effect) as the expenses ac- 
crued. And in the case of earnings, the 
actual cash receipts go to replenish the 
accounts from which the earnings ac- 
counts were built, or add to the store 
of unearned receipts from which earn- 
ings are drawn as earned. 

Therein lies the secret of the diffi- 
culty encountered by tellers and officers 
who have occasion to make out slips 
for the cash entries. The accrual ac- 
counts are named to indicate their val- 
ues as part of the Statement, and seem- 
ingly do not fit the cash entries made 
to them. Cash entries are not made to 
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earnings and expense accounts, but are 
used to liquidate the intermedial ac- 
counts, 3, 4 and 5 in the Outline. 

As stated, the Daily Shift Sheet is 
the heart of the system, the means of 
controlling the flow of accruals. Usually 
the Shift Sheet is assisted by detail 
sheets or books—the Loan Interest Ac- 
crual Book, and the Bond Interest Ac- 
crual and Amortization of Premium 
Book, being the two most generally 
used detail forms. However, these sup- 
plementary forms can be eliminated in 
small banks by an enlargement of the 


Shift Sheet itself. They serve merely | 


as convenient places to segregate loans 


and bonds by rates, and to compute | 
and combine the daily interest earnings | 


for all rates; likewise to compute daily 


amortization of premiums paid for | 


bonds, or other special reserve set-ups. 


AMORTIZING BOND PREMIUMS 
A WORD might be said here about the 


method of amortizing premiums paid | 


for bonds. Whereas under the cash sys- 
tem such amortization reserves are often 
set up as interest on the bonds is re- 
ceived, it is accomplished under the 
accrual system as interest is earned; 
that is, it is deducted from the shift into 
“Interest Earned”. A list of bonds 
which were purchased at a premium 
is maintained, and the premium paid 
for each bond is divided by the number 
of days to maturity. These daily amor- 
tizations are grouped according to the 
type of bond, and each total is deducted 
from the income shift for that classifi- 
cation. The cash entries, of course, tend 
to liquidate the “Reserved for Premium 
Amortization” account. Such entries oc- 
cur whenever the bond accounts are 
reduced by all or part of any premium 
—as when a bond matures, is sold be- 
fore maturity or is marked down. But 
the amount charged to the amortized 


premium reserve should never exceed | 
the actual reserve set up on that partic- | 


ular bond; nor should the shift to the 
reserve, for any one bond, be continued 
beyond maturity, whether or not the 
bond is collected. All this detail, of 
course, cannot be considered accrual 
system detail because it is inherited, 
only slightly altered, from the cash sys- 
tem. If, under the cash accounting, the 
bank charged off premiums on the day 
of purchase, it can do so under the 
accrual accounting, eliminating the “Re- 
served for Premium Amortization” ac- 
count. However, as the premium was 
regarded, at the time of purchase, sim- 
ply as a reduction of yield, it is logical 
to charge it off out of yield. Other 
special reserves, if any, are handled in 
like manner. 


40 M</hon 
Dollars 


in Dividends and Interest 


| | ene the 12 months ended June 1932, 
holders of Associated securities received 
$40,093,000 in interest and dividends. @ In the 
first 6 months of 1932 the number of registered 
holders of Associated securities increased 15,784 
to a total of 252,899. Of these, 116,882 are cus- 
tomers who use Associated services to cook their 
meals, light their homes, and run their radios. 
e Associated security holders are distributed 
throughout every state, in all United States 


Possessions, and in 29 other countries and their 


dependencies. 


For information about facilities, service, rates, write 


Associated Gas & Electric System 


61 Broadway New York City 


So far we have encountered the Ac- 
crual Accounts in the General Ledger, 
the Daily Shift Sheet and the assistants 
to the Shift Sheet. 

Now comes the Accrual Book, which 
on first sight seems to require a need- 
less repetition of work already done on 
the Shift Sheet and in the General 
Ledger. The Accrual Book is usually 
a loose-leaf book with one sheet for 
each source of income or expense. The 
sheets have ten-column rulings—one 
column for the balance of principal; 
one (on the bond sheets) for the bal- 
ance of amortized premium reserve; 
four devoted to one accrual account 
(debits, credits, debit balance, credit 
balance) ; and four devoted to the other 


accrual account. There are always two 
accrual accounts in contact with each 
“source”. The accrual accounts in the 
General Ledger and in the Accrual Book 
differ in this respect: in the General 
Ledger there is one balance for each 
accrual account, while in the Accrual 
Book there are as many minor balances 
as there are sources of that accrual. 
Thus, “Interest Earned but Not Col- 
lected” and “Interest Earned” minor 
balances would be found on Accrual 
Book sheets headed: “Time Loans”, 
“U. S. Bonds”, “State, County and 
Municipal Bonds”, “Railroad, Corpora- 
tion and Miscellaneous Bonds” and 
“Due from Banks’. And a recapitula- 
tion of the minor balances on those 
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Ax unusually large number 


of conservative, well managed 
banks this year have become 
customers of The Northern 
Trust Company. Two factors 
have brought them here. The 
first has been the simple and 
direct methods of the bank. 
The second has been the sound 
and enduring principles to 
which this bank has held 


through more than 43 years. 


TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 


* CHICAGO, 


ILLINOIS 
* 


sheets should agree with the major bal- 
ances in the General Ledger. Incidental- 
ly, there are breakdown sheets in the 
General Ledger for the Uncollected 
Earnings accounts and for the Reserved 
for Interest account; but daily shifts are 
not posted thereon, so the General 
Ledger breakdowns are purely records 
of cash receipts and disbursements. 

The Accrual Book, however, being a 
meeting point of “daily accrual shifts” 
and “cash entries” as well as a break- 
down into source divisions, is an in- 
valuable record. In it the following in- 
formation is available at all times: 

the accrual and the reserve for each 
source of interest expense; 


the accrual and the reserve for each 
source of other expense; 

the earnings and the unearned re- 
ceipts on discounted loans; 

the earnings and the uncollected earn- 
ings on time loans; 

the earnings, the uncollected earn- 
ings, and the amortized premium re- 
serve on each type of bond or invest- 
ment; 

the earnings and the uncollected earn- 
ings on Due from Banks, on Exchange 
and on miscellaneous sources. 
This information is essential. It shows 
whether actuals are running true to ac- 
cruals. It facilitates the monthly ad- 
justment on certain accruals. And its 


uncollected earnings and unearned re- 
ceipts balances are periodically checked 
against “inventories”. 

Thus the entire accrual set-up con- 
sists of three main parts: 

I. The accrual accounts in the Gen- 
eral Ledger; 

II. The Daily Shift Sheet, assisted 
by 

the Loan Interest Accrual Book, and 

the Bond Interest Accrual and Amor- 

tization of Premium Book; 

III. The Accrual Book. 


“INVENTORIES” 


| AN INVENTORY is an item-by-item 


computation, from the loan and invest- 
ment files, of the unearned receipts and 
uncollected earnings. Such an inventory 
is made, of course, upon the installa- 
tion of an accrual system—to set up 
the Uncollected Earnings accounts and 
the Discount Received, unearned account. 
Furthermore, it must be made period- 
ically, usually quarterly, to check the 
balances of those accounts. Any dis- 
parity means one of three things—the 
correct rate of accrual has not been used, 
the correct rate has not been received 
from the loans and investments, or re- 
ceipts have been diverted from their 


| proper channels. With the difficulty 


found, the cure is suggested. 

Some banks run a day behind in their 
accruals to avoid delay in making up 
the daily Statement. Others, while not 
exactly a day behind in amount, are a 
day behind in the rate of shift, for the 
same reason. This means extra compli- 
cations when adjustments are to be 
made. It is highly advisable to keep the 
rate and the shift up to date. If the 
General Ledger is posted by hand, or 
other circumstances slow up the posting, 
the Statement can be made up in ad- 
vance with the aid of a rough working 
sheet comparable to the old “Journal 
Sheet”. Or the General Ledger can be 
posted and the Statement made up, with 
the balances of the accrual accounts left 
blank to be filled in later, after there 
has been time to compute and post the 
shifts. This is feasible because the shifts 
are entirely between accrual accounts, 
and balance out. If the General Ledger 
is machine posted, it is usually possible 
to get the Statement out fairly early in 
the morning by posting the Ledger in 
the evening and the shifts in the morn- 
ing, then making up the Statement, and 
letting the posting of the Accrual Book 
go until later in the day. 

A definite routine facilitates oper- 
ation, and suggested methods are given 
on page 30 accompanying this article. 
A well-kept system is a source of great 
satisfaction, safety and profit. 
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Are the Farmers Lead-| "T"hese “bracelets” cost $40,000 


ing This Country Out) 


of the Depression? 


(CONTINUED FROM PAGE 
frozen out—and some, at least, of their 
farms will be taken over by men who 
can make them pay. Some of the farms 
which are not and cannot be prosperous 
will lie fallow, or else will be turned 
over to crops which can be made to 
pay—perhaps chickens or goats. 

And when the farms are thus heart- 
lessly purged of their less competent 
occupants, the farm situation will be} 
just so much better than it has been. | 
Mind you, I am not saying that this | 
is pleasant to watch. It is so unpleasant, 
in fact, that most country bankers, our- 
selves among them, keep postponing the 
evil day and hoping against hope that 
the debtor will work himself out of his 
troubles. A few of them make it, but 
most of those who get into serious 
trouble do not work out of it. Enough 
of them do, though, to maintain our 
childlike faith in Santa Claus. 


DIVERSIF YING 


IT ALL gets back to this, that if the 
farmer wants to raise nothing but cash 
crops, he is headed for trouble. The 
farmer who is willing to do the extra 
work required by diversifying, who is | 
not above raising his own family’s re- | 
quirements in garden truck, who raises | 
others of what the economists love to | 
call ‘“‘subsistence crops,’”’ and who thus 
supplements the easier cash crops—this 
farmer can get by. 


WORKING HARDER 


THE people in our neighborhood are | 
doing exactly this. So, I am convinced | 
from observation and interchange of | 
experience with bankers elsewhere, are | 
most of the farmers of the United | 
States. They are working harder—as is 
every man who is making a success in | 
any line of endeavor in. these times— 
and using greater ingenuity and in- 
itiative, what we call in the country 
git-up-and-go. 


REDUCING EXPENSES 


THEY are, moreover, cutting down on 
expenses. They are finding out that they 
can get along without many of the 
expensive things that they used to buy 
—and while this does not help indus- 
trial employment, it is a necessary step 
in the readjustment which will even- 
tually restore the farm buying power 
of the nation. These purchases made 
life more pleasant, but also more com- 
plicated. Now the farm folks are get- 


receivership 


IVE years ago, one of the largest sport- 

ing goods stores in the East bonded 
its bookkeeper-cashier for $2,500. That 
was “ample” they said. 
This summer the firm suddenly discov- 
ered their ‘“amply-bonded” employee 
had a shortage on his books of more than 
$40,000. Result—‘bracelets” for him, 
receivership for them. 


When the dust and commotion cleared a 
local bank found itself holding a note of 
this firm just about as valuable as the 
paper on which it had been made. 


But the bank can blame itself. It over- 
looked the human factor. Careful in 
everything else, it neglected to find out 
whether the employees of this firm were 
adequately bonded. 


Make sure you never make the same mis- 


Before making loans, 
you check up on FIRE 
insurance — why not on 
HUMAN insurance? 
A man,as wellasa fire, 
can wreck a firm. 


take. Always insist that your commercial 
borrowers carry adequate Fidelity Bonds 
on their employees, just as you now 
insist that they carry adequate fire in- 
surance on their property. For 2 man, as 
well as fire, can wreck a firm. 


FIDELITY & DEPOSIT 
COMPANY OF MARYLAND 


Home Office: i) Fidelity and 


ting back to first principles and are bal- 
ancing their budgets. 

The farmer can do this much more 
easily than the city man. He is nearer 
to the soil, the source of all wealth and 
goods. He can produce his own goods 
when outside sources fail. And this is 
why I say that, despite their obvious 
distress, the farmers are leading this 
country out of the slough of depression. 


BALANCING BUDGETS 


DESPITE what look like insuperable 
obstacles, the farmers are balancing 
their budgets—not all of them, but 
enough to show that it can be done. 


Baltimore Surety Bonds 
Representatives Burglary and Plate 

Everywhere Glass Insurance 
They are paying their taxes. They are 
assuring themselves a living. Believe it 
or not, many of our farmers who raise 
18-cent corn and 10-cent oats are by 
their ingenuity and thrift putting a 
little something by against a day which 
they pessimistically think might be even 
rainier than the present. 

These farmers, in other words, have 
restored their own economic equili- 
briums. And when the rest of the coun- 
try does as much we shall see it going 
forward once more on its long—except 
temporarily—tresistless march toward 
greater prosperity for all of its popula- 
tion. 


= 
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Voluntary Action—Georgia 


(CONTINUED FROM PAGE 26) 


market levels, between $15,000,000 and 
$20,000,000 will be kept at home in 
1932. 

In efforts to further the marketing 
plan and to bring to a realization the 
possibility of keeping this vast amount 
of money in Georgia, a number of in- 
terests have united in a state-wide cam- 
paign. These include the Georgia Bank- 
ers Association, the State College of 
Agriculture, the Georgia Federation of 
Women’s Clubs, civic organizations, 
chambers of commerce, the American 
Legion, the Georgia Manufacturers As- 
sociation, and several other influential 
agencies. 

A series of 15 zone meetings, begin- 
ning July 27 and ending August 25, was 
called by the bankers association and all 
these forces participated. Existing 
sources of supply were named; provi- 
sions already made for transporting, 
assembling, grading, cleaning, packing 
and marketing supplies, and a system 


for preserving the perishables by can- 
ning and the staples by storage in ware- 
houses were described by the State Col- 
lege officials. 

Representatives of the bankers’ asso- 
ciation stressed the point that safe bank- 
ing and safe farming go hand in hand, 
and pledged their support to the ex- 
tension of directed credit for marketing 
and distribution where it can be sup- 
plied safely for that purpose. Women 
representing the State Federation 
pledged their cooperation in behalf of 
the club’s 20,000 members, and home 
marketing experts from the college dis- 
cussed their phase of the proposition 
from a production viewpoint. 

These meetings were attended in the 
aggregate by 379 bankers; 534 farmers, 
business men and visitors; 61 members 
of the State College of Agriculture’s ex- 
tension staff; 217 home demonstration 
agents, 4-H students, civic club and 
women’s club leaders—a total of 1,191. 


Legislative Action—Indiana 


(CONTINUED FROM PAGE 24) 


employees “shall be chosen for their 
fitness, either professional or practical, 
irrespective of their political beliefs’, 
and “the technical or professional quali- 
fications of any applicant shall be de- 
termined by examination, professional 
rating or otherwise’, as the board of 
control of the Department may deter- 
mine. These employees may be removed 
at any time, not more than one-half of 
them shall be adherent to any one poli- 
tical party and may not be directly or 
indirectly interested financially in any 
institution to which the act is applicable. 
In a word, the general organization of 
the Department follows that of a suc- 
cessful American business corporation, 
and it is fondly hoped by the member- 
ship of the Study Commission propos- 
ing the new system, that the tenure of 
office will be such that opportunity 
always will be open in the Department 
for the least employee to win his way 
by efficiency and character to the 
directorship of the Department, just as 
is possible in a modern business corpor- 
ation. 

Relying on its research findings, the 
Study Commission also is proposing 
to transfer the entire problem of char- 
tering new financial institutions to 
the new Department, obviating perma- 
nently the political and other improper 


reasons for chartering new businesses 
that have contributed to bank down- 
fall often during the hectic post-war 
years. 

Another important change in the 
Indiana system is the proposal to trans- 
fer the present powers of liquidation of 
closed financial institutions from the 
costly and inefficient receivership basis 
to the jurisdiction of a trained and in- 
expensively operated personnel within 
the authority of the new Department. 
Great abuses have grown up in Indiana 
under the present receivership system, 
as shown conclusively by facts now in 
possession of the Study Commission. 
One study shows average cost of re- 
ceiverships to have been nearly 11 per 
cent of total resources, while the existing 
Indiana Bank Commissioner’s office, 
under many handicaps, has been able— 
through agreement with local author- 
ities—to liquidate for an average cost of 
only 214 per cent of resources. Receiver- 
ship abuse in other businesses has 
already lent strength to the proposal 
for liquidation by the state department 
in Indiana, which has been backward 
in this phase of its authority over the 
financial field. 

General powers of the new Depart- 
ment follow in some measure the re- 
cently-enacted New York law, but great 


modification has been proposed by the 
Study Commission in its desire to ob- 
tain flexibility, non-partisanship, and 
scientific administration for the state 
of its jurisdiction over these complex 
businesses. 

Unusual powers in emergencies over 
such factors as withdrawals of funds 
are placed in the hands of the Depart- 
ment, and it is given broad general 
authority to make rules and regulations, 
not inconsistent with law, and by a 
three-fourths’ vote of the board of con- 
trol, over such matters as “regulating 
the methods and standards to be used 
in making examinations and evaluating 
the assets and prescribing the forms of 
reports of the several financial institu- 
tions’, “for the establishment of safe 
and sound methods for the transaction 
of business by such financial institutions 

. . and for safeguarding the inter- 
ests of depositors, creditors and share- 
holders, generally, in times of emerg- 
ency.” The rule-making power gives 
“force and effect of law” to the body’s 
orders and sets up penalties for vio- 
lation. 

Complete codification and carefully 
devised strengthening of Indiana’s en- 
tire field of law governing such finan- 
cial institutions is proposed by the 
Study Commission in its report to the 
Governor and the legislature, and in 
this strengthening much of the modern 
trend of law revision is apparent. Higher 
minimum capitalization and surplus- 
building, more flexibility of reserve re- 
quirements, minimum ratio between 
capital and deposit liability, clarifica- 
tion of published statements, additional 
responsibility of directors, more drastic 
loan limitations, and other advance- 
ments are suggested. The Study Com- 
mission has carefully attempted to avoid 
the vesting of arbitrary power in the 
hands of the new Department without 
recourse, and has proposed in the legis- 
lation that any financial institution to 
which the act will be applicable shall 
have the right to appeal to local courts 
from any order affecting its corporate 
integrity. Upon such appeal the court 
is given power to decide such questions 
de novo. 


REGARD FOR MANAGEMENT 


ANOTHER precept which has guided 
the Study Commission throughout its 
long considerations has been that good 
management cannot be legislated. As 
carefully as possible, the recommenda- 
tions of the Commission have sought to 
leave good management free to function 
according to the dictates of its own 
sound judgment, without undue govern- 
mental interference. Responsibility to 
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the public, however, constantly has been 
kept in mind, and the revisions of law 
are advocated in the hope they will cure 
ineffective governmental supervision 
and thus work toward elimination of 
bad management, exploitation of selfish 
interests and dishonesty, from the finan- 
cial institutions of Indiana. Only thus, 
the Study Commission believed, can 
the public be expected to have its con- 
fidence completely restored. 

Advance is apparent along many lines 
of distinct advantage to the banks of 
the state in the new proposals. Legis- 
lative corrections of ancient restrictions 
on the business, which have no meaning 
now, are sought in the report. 

And, as another benefit for the finan- 
cial institutions of the state, the Study 
Commission’s report, when it becomes 
generally understood by the Indiana 
public, will show clearly from its ex- 
haustive research data, that even in the 
midst of the worst depression that the 
world has seen, the failure and loss rec- 
ord among Indiana banks is favorably 
comparable to the similar record of 
other types of business; that dishonesty 
within the profession of banking fur- 
nishes only a small reason for failures; 
that public understanding of the prob- 
lems of the banking business is as nec- 
essary in rehabilitation of the social 
structure as is revision of banking prac- 
tice; and that the sturdy principles 
which have upheld by far the majority 
of Indiana banks in the crisis are those 
which still are being relied upon to cor- 
rect the present economic turmoil even- 
tually. 


New Books 


FRANCIS H. SISSON, who has ren- 
dered distinguished service both to ad- 
vertising and to banking, has written an 
introduction to “Advertising for Banks” 
by Don Knowlton (Rand McNally) in 
which he says: “In developing selling 
appeal for the valuable services they 
perform and in abolishing public dis- 
trust and misunderstanding, the banks 
have no more valuable weapon at hand 
than well directed publicity.” He be- 
lieves that “advertising . . . warrants 
the attention and study of banking 
circles, large and small, to the desired 
ends that banking may be both more 
profitable to its owners and more ser- 
viceable to the public.” 

Mr. Knowlton, who is publicity man- 
ager of the Union Trust Company, 
Cleveland, says that his book does not 
aim to tell banks what to advertise but 
how to go at it. He offers a great many 
illustrations and examples of effective 
advertising in papers, on billboards, in 
lobbies and through other media. He 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC NotTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES IN 
Executive Office - BROADWAY at 57TH STREET 


CITIES 
- New York City 


PRINCIPAL 


CAPITAL AND SURPLUS SEVENTY MILLION DOLLARS 


Guest the 
GREAT WHITE FLEET 


to the WEST INDIES and the CARIBBEAN 


FROM NEW YORE—A wide selection of cruises of 10 to 
18 days or more—variously to HAVANA, JAMAICA, 
PANAMA, COLOMBIA, COSTA RICA, GUATEMALA. 
Rates vary from $125 to $195 min. depending upon cruise 
selected. Sailings Thursdays, Saturdays and Sundays. 


FROM NEW ORLEANS—Cruises of 9 or 12 days or more 
variously to HAVANA, GUATEMALA, HONDURAS, 
PANAMA. Rates start at $97.50 minimum. Sailings 
Wednesdays and Saturdays. 


Every Passenger To and From CALIFORNIA—New York to California 
$200 up; New Orleans to California, $200 up. Rates 
include maintenance at Isthmus between ship connec- 


tions. Similar rates Eastbound. 


a Guest 


No passports required. Optional 
shore excursions at all ports. 


UNITED FRUIT COMPANY 


Pier 3, North River or 332 Fifth Ave., New York 
or any Authorized Tourist Agency 


has worked in collaboration with Finan- 
cial Advertisers Association. 


a qualified acceptance upon the rights 
of the holder? 

Question 1056. What kind of power 
of attorney can be recognized by a bank 
with safety in the payment of a deposit? 

Question 2446. What are the general 


THE NEW edition of the “Bankers 
Guide Book,” edited by W. R. More- 
house, and published by the Bankers 


Guide Book Publishing Company, Los 
Angeles, answers more than 4,000 ques- 
tions of current interest to bankers. It 
contains terse, concise information on a 
wide variety of subjects. Below, for ex- 
ample, are a few typical questions 
picked at random: 

Question 5. What are the require- 
ments of negotiability? 

Question 515. What is the effect of 


powers of the Federal Reserve banks? 

Question 3215. What safe rule should 
every buyer on instalments follow? 

Question 4033. What has been the ex- 
perience of most banks as to the growth 
of home safe accounts? 

One thing that gives this volume spe- 
cial value is the convenient indexing ar- 
rangement which makes it possible to 
obtain a desired answer quickly. 
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(Sonvenience 


free 


The new 30-story Girard Trust 
Company Building is located in 
the center of Philadelphia’s 
business and financial district. It 
is convenientto City Hall, hotels, 
stores, theatres, transportation 
facilities and adjoinsthe banking 
house of the Trust Company. 
Attractive office suites are still available 


Rental Office Room 1704 
Telephone— Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


zgoo PENN SQUARE 


PHILADELPHIA 


MODERN 


FOREIGN 
EXCHANGE 


by FRANKLIN ESCHER 


Author of 

“Foreign Exchange Explained” 
A clear, authoritative study 
of the Interrelation of nation- 
al monetary systems, by a 
leading expert. Emphasis is 
placed on the analysis of ab- 
normal influences effective 
today. 


At your dealer's $2.00 
MACMILLAN 


10,000 Bank Directors 


—are finding the JOURNAL a 
source of information on both the 
banking and non-banking prob- 
lems now facing them. Unless 
your directors are now getting the 
JOURNAL, our group subscription 
plan will be profitable to your in- 
stitution. Can we tell you about it? 
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A Famous Ancestor 


Of the Bonus 


“c HE country would never grudge 

los money needed to aid them, but 
the demagogues who are backing this 
absurd grab in the interests of the claim 
agents will find that they are counting 
without their host if they think the 
honest soldiers’ votes are to be won by 
this sort of disgraceful, hypocritical and 
corrupt action.” 

The New York Times editorial writer 
of May 28, 1886, was speaking of a 
progenitor of the present bonus agita- 
tion. Pension legislation of that period 


| gave rise to hundreds of such expres- 
| sions, sympathet- , 

| ic to actually de- 

| serving 
| but 

| against their ex- 


soldiers, 
vitriolic 
ploitation by pol- 
iticians. 

Speaking of an 


$30,000,000. Fifty years later the Bu- 
reau was handling almost twice as many 
pensioners requiring more than seven 
times as much money annually. 

A Tribune editorial of the same pe- 
riod states: “Should the demagogues’ 
plan to increase the pensions fail, they 
may pose before the country as the spe- 
cial friends and champions of the sol- 
dier. Should it succeed through the 
timidity of the politicians in Congress 
who do not dare antagonize it, it an- 
swers the purpose of bringing the fi- 
nances of the country into straits that 


Washington Cite, July 1880. 


‘OR THE SUM OF 


One Thousand Dollars, 


| Redeemable nowhere, in nothing, and by noboity. The law 
oe that this money shall circulate freely. When this note 
has been spent, another may be had upon A rant at the 
S. Treasury, 


‘“‘interminable 
raid on the Treas- 
ury”’, an 1881 
Times writer states that “its ultimate 
beneficiaries are simply demoralized by 
becoming national mendicants, to their 
own obvious detriment and that of the 
highest interests of the country.” Some- 
thing like that has been suggested re- 
cently. 

The New York Tribune of October 
13, 1879, describes how “the city was 


AS) ‘The Pour Man’s Money. 
‘The more mas base of it the 


“The Seer Man’ 's The more a man of i it 


the poorer he is” 


profusely decorated with flags and the 
streets were thronged with people. . . to 
witness the parade of the Grand Army 
posts from Pennsylvania, New York, 
New Jersey and Maryland. The column 
was reviewed by Commander-in-Chief 
William Earnshaw of Ohio, accompa- 
nied by post commanders, staff and re- 
viewing officers.” 

Commissioner Bentley of the Pen- 
sion Bureau offered statistics after the 
gala parade showing that there were 
244,548 pensioners requiring annually 


COLLECTION OF FREDERICK VAN WYCK 


Obverse of fiat money lampoon in 1880 


invite the financial tinker and quack 
into his favorite field.” 

The “favorite field” suggested is cari- 
catured by the accompanying illustra- 
tion of “absolute money, redeemable no- 
where, in nothing and by nobody”, more 
of which “may be had upon application 
at the U. S. Treasury.” 

Political and editorial discussion fifty 
years ago regard- 
ing inflation and 
indirect methods 
of purchasing the 
soldier vote is 
surprisingly like 
that of today in 
spite of the lucid 
arguments _ that 
should have 
clinched the mat- 
ter as long ago as 
the Thirty-seventh Congress, sitting in 
1862. 

At that time Congressman Owen 
Lovejoy of Illinois said: “It is not in 
the power of this Congress . . . to accom- 
plish an impossibility in making some- 
thing out of nothing. The piece of paper 
you stamp as five dollars is not five 
dollars, and it never will be, unless it is 
convertible into a five-dollar gold piece; 
and to profess that it is is simply a 
delusion and a fallacy.” But the delusion 
is a persistent one. 
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Behind the Bond News | 


(CONTINUED FROM PAGE 5) | 


maturity date too far in the future. 

Although states and municipalities 
have about $15,000,000,000 of bonds 
outstanding, they have, for the most | 
part, made an enviable debt record, and | 
bankers are anxious that this credit be 
kept prime. The better grade municipal 
credit has held under 4 per cent lately, | 
or approximately half way between its | 
high and low since 1895. Only an in- 
significant amount of the outstanding | 
issues is in default, giving this class of 
security rank, in the American invest- 
ment field, next to that of the United | 
States Government, whose record, of 
course, is unsullied by default. 

While bonds of such communities 
as Milwaukee, Albany, Baltimore, | 
Buffalo and Syracuse are still, in yield, 
below the 4 per cent deadline, the pri- 
macy of the obligations of the largest 
municipal borrower—New York—has 
recently been questioned, with resultant 
damage to the market standing of the 
city’s bonds. 


THE NEW YORK CITY SITUATION 


CONSERVATIVE by natural incli- 
nation, training and tradition, bankers as 
a class have hardly ever been crusaders. 
The heads of the principal New York 
banks would have preferred to deal over 
the conference table with the city offi- 
cials in devising means of safeguarding 
the city’s credit, but they found that this 
method would not suffice. They have 
had to deal with a well intrenched 
municipal administration, whose hold 
on its supporters has been gained not 
by the excellence of its financial policies 
but by the volume of expenditure it can 
control. For this particular administra- 
tion decreased expenditures, such as a 
depression would dictate, mean dimin- 
ished power and votes, and so it has 
bitterly opposed financial retrenchment. 

In this situation the bankers were 
faced with the choice of allowing the 
city’s obligations to go into default or 
to try, by appeal to the public, to bring 
enough pressure to bear on the adminis- 
tration to achieve their very reasonable 
aims. It is to the credit of the bankers 
that they have had the courage to de- 
fend openly the best interests of the city. 
A default by the city of New York 
would be extremely unfortunate, as it 
would tend inevitably to unsettle anew 
the entire bond market and magnify the 
already considerable difficulties to be 
overcome in surmounting the depres- 
sion. Until genuine reductions are made 
in expenditures the bankers have indi- 
cated they will not give up the fight. 


Save money by saving time... 


ALR EXPRESS 


The Air Express cuts down float and keeps 
interest charges minimized. Direct Air 
Express shipment keeps the country’s 
chief financial centers in immediate con- 
tact with 85 major cities. 

The high-speed transit of the Air Ex- 
press is superimposed upon the traditional 
efficiency, thoroughness and dispatch of 
the Railway Express Agency. Pick-up and 
delivery provided without additional cost. 

*Phone your local Railway Express 
Agency office for full information, rates 
and Air Express schedules. 


RAILWAY EXPRESS 
AGENCY, INC. 


Contract Agent for 
Northwest 
Airways, Inc., National Park Airways, Inc. 


United Air Lines, Western Air Express, 


Thirty railroads have gone into re- 
ceivership in the last three years, and 
seven of these are reasonably impor- 
tant lines, viz., Seaboard, Florida East 
Coast, Wabash, Ann Arbor, Mobile & 
Ohio, Norfolk & Southern and St. Louis- 
San Francisco. Heretofore the Wabash 
and St. Louis-San Francisco were roads 
which have demonstrated their ability 
to give a good earnings account of them- 
selves when traffic is available in only 
fair volume and when prices are at 
higher levels. 

A national policy is, perforce, neces- 
sary in dealing with this problem. 

It would be possible to defend a policy 
of working from opposite directions— 
that is, of trying for a rise in prices the 
while the more grossly overcapitalized 
roads were put in better financial con- 
dition. But it is highly important that 
a national policy be drawn up and the 
public informed of its nature. There is 
still hope that the Coolidge-Smith com- 
mission on railroads will fill this need. 


Government Guaranty 
of Bank Deposits 


(CONTINUED FROM PAGE 15) 
stockholders in a bank in one locality 
would be mulcted in loss to compen- 
sate for the mismanagement of banks 
hundreds and even thousands of miles 
distant and over which no mutual con- 
trol or relationship exists.” 

A number_of arguments are made in 
favor of the proposition; one is that it 
is simply an insurance measure and that 
it is a risk that can be insured against. 


This is not_a sound argument..All in- 
surance companies select their_ risks. 
Life insurance companies do not take 


people in poor health; fire insurance 7, 


companies will not insure the houses 
of people who have a bad record of fire 
losses; title companies do not insure 
bad titles; liability companies do not 
insure a man who is continually having 
automobile accidents. The guaranty of 
bank deposits does not come within the 
ordinary rules of insurance. 


TOO GREAT A PRICE 


THE further statement is made that 
such a law would bring money out of 
hoarding. In the first place, the_idea 
of the amount of money being hoarded 
is probably exaggerated;-and those who 
hoard money because nothing but actu- 
al cash will satisfy them, will probably 
not be affected very much by the pas- 
sage of any such proposed law. The 
effects of the_law otherwise would be 
too great a price to pay. 

The true and the sound alternatives 
to the guaranty of bank deposits are 
competent banking management, prop- 
er and adequate supervision of the 
banks by public authority, the freedom 
of the banks and bank supervision from 
political influences, and the activity and 
influence of organizations of banking 
institutions similar to the Clearing- 
house Association.of-New York City, 
an association that reveals and prevents 
faulty practices and unwise lending 
policies. 

We trust that both Houses of Con- 
gress will refuse to pass any legislation 
as unwise and unsound as this. 
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A Very [mportant 
SURVEY. 


Ernst and Ernst, at 
the instigation of the 


men of influence the 
Who reads the Journal? 


American Bankers 1. The Senior officers of the 
banks which control 95% of the 
nation’s banking resources. 
These men, as directors of im- 
portant industrial enterprises, 
have a powerful voice in A mer- 
ican business. 


American Bankers 
Association Journal 
Association Journal, belongs upon the ad- 
recently asked every vertising publication 
Bank President in 


towns and cities of 


lists of scores of com- 


panies with which you 
2. The executive heads of 15,- 


over 5,000 population 
a most important ques- 


tion. 


“What publica- 
tion is most useful 


000 American businesses who, 
as bank directors, have a pow- 
erful voice in banking policies. 

The A.B.A.Journal brings the 
banker and the business leader 
together into one audience 
which you can reach at one 


are directly connected 


as an officer or director. 


We would like to send 
you the results of this 


survey for your own 


small cost through these adver- 


because 
tising pages. 


to you in meeting information 


your varied bank- you are constantly 


ing and _ business contacting businesses 


problems? ” whose sales work requires more and 
a —_— more the helpful interest of the Bank- 
The results of this investigation show P 
; ; ers and Bank Directors reached by this 
conclusively that the American Bank- ; 
magazine. 
ers Association Journal is the outstand- 


ing taagezine of the banking fcld. Just request this survey from the Ad- 


This survey proves definitely that  vertising Department—and of course 


as a magazine of influence among there is no obligation on your part. 


AMERICAN BANKERS 


Association 


JOURNAL 


HE American Bankers Association 
Journal offers a coverage of 95% of 
the banking capital of the country at ex- 


22 East 40th St. New York 


ALDEN B. BAXTER, Adv. Mgr. New York 
J. Howarp Snow . New York 
RoBERT W. KNEEBONE, 230 No. Michigan Ave., Chicago 
R. J. Brrcu & Co. Los Angeles and San Francisco 


tremely low cost. In addition to over 
13,000 banks thousands of senior officers 
and bank directors are individual sub- 
scribers to the Journal. Complete facts 
and figures are yours for the asking. 
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CONVENTION CALENDAR 


A, B. A. MEETINGS 
Jan. 26-27 


Feb. 14-16 


Eastern Regional Savings 
Conference, New York City. 
14th Annual 
Trust Conference, New York 


June 12-16 


State Associations 
May 16-17 Bankers Associa- 


tion. 
May 23-24 Oklahoma Bankers Associa- 
tion, Oklahoma City. 
1-2 South Dakota Bankers As- 
sociation, Mitchell. 
June 5-6 Illinois Bankers Association, 
June 19-21 
June 20-22 
No Date 


Chicago. 

Iowa Bankers Association. 
No Date 
No Date 


City. 
A.I.B. Convention, Chicago. 


June 


Wisconsin Bankers Associa- 
tion, Green Lake, Wis. 
California Bankers Associa- 
tion, Pasadena. 

Kansas Bankers Association, 
Salina. 

Florida Bankers Association, 
Orlando. 


Other Financial 


Washington and Oregon Bank 
and Trust Officers, Spokane. 


May 13 


INDEX TO 
ADVERTISERS 
DECEMBER, 1932 


A. B. A. Cheques.. 
Administrative & Research Corp. 
American Bankers Association 
American District Telegraph 
American Express Company 
American Mutual Alliance. . 3rd Cover 
Associated Gas & Electric System 

B 


4th Cover 


Bank of America in California ... . 
Bank Vault Inspection Company...... 
Bankers Trust Company, New York 

4th Cover 
Bell Telephone Securities Company 56 
Burroughs Adding Machine Company 2 


Continental Illinois National Bank & 
Trust Co., Chicago 10 
D 


Distributors Group, Ine. .. 44-45 
F 
Fidelity & Deposit Co. of Maryland... 
First National Bank, Chicago 
First National Bank, Detroit 
First National Bank, St. Louis.. 52 
First Wisconsin National Bank....2nd Cover 
ping Motors Acceptance Corporation 
Gilbert Paper Company.. 
Girard Trust Company, Phils a 
Guaranty Trust Company, New York 


Klopp Engineering 
Lawrence Warehouse Company 


Macmillan Company 
Moody’s Investors Service ............... 


National Citizens’ Committee 
Northern Trust Company, Chicago 
Oo 


Otis Elevator Company 
P 


Pacific Lighting Corporation 
Padua Hold-Up Alarm Corporation 
Philadelphia National Bank 

R 


Railway Express Agency, Inc. 
Recordak Corporation 

S 
Security—First National Los 
Angeles ............ 


Bank, 


Union Trust Company, Cleveland ... 
United Fruit Co. 


U. S. Fidelity & Guar anty ‘Company : 
= 


York Safe & Lock Company 
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The 1933 Deficit 


(CONTINUED FROM PAGE 40) 


$38,000,000 below estimates. However, 
the chances are that these will show 
a yield exceeding the $197,500,000 
estimate, for it will be noted that the 
stamp taxes on issues and transfers 
of stocks and bonds are far in excess 
of the amounts estimated. But this 
is conjectural; on the basis of the ac- 
tual showing, that provision of the law 
will fail by $38,000,000 to do its part 
toward balancing the budget. 

Thus we may put down the two 
items, $190,000,000 plus $38,000,000, 
and reach a combined total of $228,000,- 
000 as the figure by which these two 
provisions of the law have failed to 
measure up to expectations. To these 
must be added the postal rate increase. 

It was estimated that higher postage 
would yield enough to take the Post 
Office Department out of the red, or 
$160,000,000 for the year. It has failed 
signally and the old rates probably will 
be restored at an early date as a re- 
sult. However, the Post Office Depart- 
ment is not running $160,000,000 a 
year behind; the Treasury’s figures 
show that it is running approximately 
$132,000,000 in arrears. That deficit 
must be met, so to the $228,000,000 
total we add the postal deficit of $132,- 
000,000 and obtain a grand total of 
$360,000,000 as the prospective deficit, 
when estimated on the conservative 
basis .outlined. 

What else? Nothing—if the Treas- 
ury’s estimates of higher income tax 
receipts hold good, as it seems likely 
they will, for these complete the law’s 
provisions. They are as follows: 


Increased income taxes: 
Individual 
Corporation 


| Administrative reductions 


Gift tax 


| Manufacturers’ excise taxes 
| Miscellaneous taxes 


| Total, excluding postal deficit }$958,500,000 


Such were the estimates of last June. 
Assuming that the income tax estimates 
are correct and that the savings through 
administrative changes are attained 
(they may be surpassed), and putting 
down the ultra-conservative figures of 
the indicated yield of excise and mis- 
cellaneous taxes, the actual yield will 

$730,500,000. Thus the new law 
fails by only $228,000,000 to balance 
the budget, excluding the postal deficit 
of $132,000,000. This, of course, as- 
sumes the accuracy of estimates covering 
the yield under the old revenue laws on 
which the new law was superimposed. 


Los ANGELES | 


AND 


SOUTHERN 
CALIFORNIA 


ECURITY - FIRST 
NATIONAL BANK 
OF Los ANGELES 


More than $500,000,000 
Resources 


IS THE LARGEST AND 
LEADING FINANCIAL 
INSTITUTION 


Fully equipped to do every 
kind of banking and trust 
business with branches in 
61 communities, extending 
from Fresno and San Luis 
Obispo to Imperial Valley. 


Extraordinary Vault 


DOOR—Circular Right Hand Swing—15” 
Solid thickness—Clear opening 84” Diam- 
eter—Geared Bolt Work. 

STEEL LINING—Size 16’ 4” Wide x 20’ 0” 
Deep x 8’ 2” High inside; 4” thick—50% 
Drill-proof Steel. 

Immediate delivery. Here is your oppor- 
tunity to purchase one of the finest jobs at 
a ridiculously low price. 

FOR SALE BY 


| The Bank Vault Inspection 


Company: PHILADELPHIA, PENN. 


Hold-Ups Continue! 


Protect Your Bank! 


NVESTIGATION shows that 

there has been no reduction in 
the number or the success of bank 
hold-ups. Well-informed hold-up 
men know better than to take a 
chance in banks equipped by Padua. 
Padua Foot Units can be connected 
with your present system. Write us. 


PADUA Hold-Up Alarm Corp. 
103 Seneca Street Cohoes, N. Y. 


ENERGETIC SALESMAN 


to sell JORGENSEN coin handling ma- 

chines and ACME coin wrappers. Must 

now be active in allied lines. Exclusive 
territory given upon results. 


Klopp Engineering, 17185 Ryan Road, Detroit, Mich. 
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How Teamwork Can Be Stimulated 


Among Junior Bank Officers 


efficient team-work is a minor prob- 
lem. Every one knows every one 
else: changes are rare: newcomers are 
quickly absorbed into the organization: 
all pull together under the eye of execu- 
tives or the laggard is quickly spotted. 
In a great metropolitan institution, 
however, the team-work problem is one 
of the greatest difficulties confronting 
management. With thousands of em- 
ployees; constant changes in personnel; 
departments and branches scattered over 
many floors or over widely separated 
cities, a sound substitute must be found 
for the close personal relationships that 
prevail in village and small city banks, 
and the editorial staff of the AMERICAN 
BANKERS ASSOCIATION JOURNAL has 
been going behind the scenes in recent 
weeks to learn just how the job is done. 
Although all these banks have a com- 
mon goal—maximum service to cus- 
tomers at costs in keeping with sound 
banking—methods vary amazingly. To 
describe the whole procedure would be 
too complex a task for any one article, 
but the JOURNAL presents below the 
plan which is in effect in one bank and 
the proceedings at one specific meeting, 
in the belief that constructive interest 
may thereby be developed in an impor- 
tant banking subject. 


ie the smaller bank, the matter of 


SENIOR CLERKS’ COUNCIL 


THIS particular bank operates a 
branch system in Greater New York, 
the Bronx, Brooklyn and Queens. Its 
main office is in the Wall Street district, 
where about 1,200 people are em- 
ployed, while some of its branches have 
only a handful of employees. 

The problem of coordinating the 
work of these diverse branches and 
knitting the working organization into 
a harmonious whole is handled through 
what is known as a Senior Clerks’ 
Council. Clerks, bookkeepers, paying, 
receiving and note tellers are eligible for 
membership. For convenience in meet- 
ing, the Council functions on a group 
basis, all members in Queens, for in- 
stance, meeting at some central point 
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Men and women from dozens 
of different branches partici- 
pate in resulting discussions. 
They get to know one another 
and one another’s viewpoints 
and experiences. They learn 
new ways of mutual helpful- 
ness and develop a team spirit 
which could never be acquired 
in any other way. These meet- 
ings develop a healthy spirit 
of emulation and serve as a 
preventive of the jealousies 
and misunderstandings _be- 
tween the various branches 
which otherwise might be in- 
imical to the best interests of 
the institution. 

Other banks use other 
plans. There are social clubs 
and inter-department get-to- 
gethers and others. The 
American Institute of Bank- 
ing is a powerful factor in en- 
gendering a cooperative spirit. 
It is not the mechanism but 
the product of the mechanism 
that counts, and the JOURNAL 
invites bankers to share with 
one another, through its 
pages, the results of their ex- 
periences with this important 
human problem. 


once each month. Each group selects 
its officers from its own ranks. 

The purpose of the monthly meetings 
is to discuss the common banking prob- 
lems confronting members, especially 
the new ones that are always coming up 
and that require decisions. There is 
generally one speaker, drafted from the 
officers of the institution or from some 
service organization, who deals with a 
specific topic of general interest. Then 
the meeting is turned over to the em- 
ployees, who bring up questions for 


discussion. Here are some of the topics 
dealt with at a recent meeting. 


CHECK TAX: How about the tax 
on A.B.A. checks? Should the customer 
pay tax on each separate check plus the 
bank’s remittance check, or should the 
bank absorb this last item? Here a 
variation in policy showed up which 
will be subject to official ruling at the 
next meeting. 


COLLECTION CHARGES: Should 
collection charges be allowed on items 
from the Federal Reserve Bank for mes- 
senger service? Many of these items in- 
volve collections at private homes. 


SECURITIES: If a Bond has been 
left for sale at 95 and the market is 
93, shall the bond be entered in the 
“safe-keeping” ledger or put in the 
strong-box with the selling order at- 
tached? 


PROTECTION: This is a subject 
that always comes to the front in these 
meetings, and speakers from bonding 
companies, from the police department 
and from various protective agencies 
are in keen demand. 


FRIENDS 


THESE meetings are of course held 
after banking hours, and generally in 
some hall or public building away from 
the bank, so that every one may feel on 
an equal footing. The serious business 
of the session is preceded by an oppor- 
tunity for renewing old acquaintances or 
making new friends among members of 
the organization. 

The effect of these meetings upon im- 
proved customer relations has been very 
marked. Questions come up every day 
which involve inter-branch communica- 
tion by wire in their behalf, and the 
spirit of harmony evidenced by the 
“Tom” and “Joe” relationship carries 
conviction to customers that there is 
the same warmth and cordiality in the 
management of a big, wide-spread in- 
stitution as in a small rural bank. 


